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A great institution, in its hour of trial, faces up to a mass of prob- 
lems which sudden developments created for it. One of the first things 
which the new FHA Commissioner, Norman P. Mason, did was to name 
a new Industry Advisory Committee and above you see the group at 
their first meeting —all except J. R. Jones, vice president of Security- 
First National Bank of Los Angeles who attended but wasn't present 
for the photograph. Mr. Mason is seated and left to right are Philip 
W. Kniskern, president, First Mortgage Corporation, Philadelphia; W. F. 
Keesler, vice president, First National Bank of Boston; Joseph A. Grazier, 
president, American Radiator and Standard Sanitary Corporation, New 
York; Devereux Josephs, president, New York Life Insurance Company, 
New York; C. J. Backstrand, president, Armstrong Cork Company, Lan- 
caster, Pa.; Paul Ely, Ely-Hoppe Lumber Company, North Platte, Nebr. 

L. Douglas Meredith, executive vice president, National Life Insurance 
Company, Montpelier, Vt.; Robert P. Gerholz, past president of the 
National Association of Home Builders and of the National Associa- 
tion of Real Estate Boards, Flint, Mich.; MBA President W. A. Clarke, 
and president, W. A. Clarke Mortgage Company, Philadelphia; Norman 
Schlossman, first vice president, American Institute of Architects, Chicago, 
Ill. and Harry Held, vice president, The Bowery Savings Bank, New York. 
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FOR EXTRA VALUE TODAY— EXTRA RESALE 


Again, Mueller Climatrol quality 
helps safeguard your loans to 
builders and home owners. For now, 
with the new Mueller Climatrol 
companion units, they can install 
both heating and cooling in their 
homes. The houses have extra value 
today, extra resale value tomorrow. 


These new Mueller Climatrol 
companion units provide the 
advantages of new Mueller 
Climatrol engineering — new 
efficiency . . . new attractive 
styling . . . new, handsome, Moun- 
tain Spring Green finish. 


For 97 years, the name, Mueller 
Climatrol, has been a sign of 
quality—high quality you can count 
on to protect your investment. 


The new winter-heating and 
summer-cooling companion units 
measure up to Mueller Climatrol’s 
high standards in every way. 

Send coupon for further informa- 
tion that proves it. 
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VALUE TOMORROW 


MUELLER CLIMATROL, INC. ame 


-” ~ 
“ 2054T W. Oklahoma Ave., Milwaukee 15, Wis. 


Send me further information on the 
new Mueller Climatrol companion units 
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MBA Calendar 


August 22-27, 1954, Western Mort- 
gage Banking Seminar, Stanford Uni- 
versity, Stanford, California. 


September 27-30—41st Annual 
Convention and Exhibit of Building, 
Industry and Services, Conrad Hilton 
Hotel, Chicago. 


NEW MBA STAFF MEMBER 


Edward J. De Young has become 
associated with MBA as assistant 
director of its accounting and serv- 
icing department in charge of W. 
James Metz. Mr. DeYoung was re- 
cently with Sears, 
Roebuck & Co., 
in Chicago, where 
he was customer 
relations and op- 
erations office 
manager. 


He is a gradu- 
ate of Western 
Michigan College, 
attended the Uni- 
versity of Chicago for two years and 
holds a master’s degree in business 
administration. He spent three years 
in the Air Force. 


The growth of this MBA division 
necessitated expansion at this time. 
After a training period, Mr. DeYoung 
will be available for consultation in 
members’ offices over the country 
and will assume certain duties in the 
national office. 





Edward J. DeYoung 


The itineraries for the MBA ac- 

| counting and servicing division for the 

' remainder of 1954 and early 1955 are 
now being made up. If you would 
like to have one of the staff members 
call on your firm, examine your serv- 
icing and accounting systems and 
make recommendations for improve- 
ment, you should write now so that 
you can be scheduled on the next trip 
into your area. You can engage these 
services on a per day basis, for as 
many days as it will take to accom- 
plish the task. 
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MORE and MORE 


EALIZING the importance of an insured title 
on all mortgages and especially on govern- 
ment guaranteed loans, more and more buyers of 


mortgages are requiring Title Insurance. 


More and more producers of mortgages are 
learning that to take full advantage of the better 


demand for mortgages they need insured titles. 


The producer who requires Title Insurance from 
the borrower at the time the loan is made avoids 
the possibility of later having to buy it himself in 


order to sell most advantageously. 


Title Insurance is a protection the borrower 


owes the lender. 


Title Insurance Company of Minnesota is prepared to take 
eare of the Title Insurance needs of mortgage bankers 
generally in the states listed. Policies are issued through 
branch offices, agents, or direct from the home office. The 
service is planned by mortgage bankers for mortgage 


bankers. 


Capital, Surplus and Reserves in 


excess of $3,000,000. 


TITLE INSURANCE COMPANY OF MINNESOTA 


125 SOUTH FIFTH STREET LINCOLN 8733 
MINNEAPOLIS 2, MINNESOTA 




















MODERN NATIONAL CLASS 31 Accounting Machines provide this company with the lowest 
operating costs consistent with the most accurate and advanced accounting techniques. 


“Our alional System 
returns more than 100% a year 


on our investment” 


“The number of mortgages we serv- 
ice has increased 32% since 1950,” 
says Mr. Nielsen, ‘‘yet the cost of 
servicing each mortgage has decreased 
24% during the same period. Most 
of this saving is directly attributable 
to the amazing accuracy, speed, and 
time-saving features of our National 
Class 31 Accounting Machines. 
“Since installing our Nationals, 
we have noticed a marked reduction 
in errors due to National’s line proof 
of posting. We have also found it 
easier to make prompt remittances 
to insurance companies and other 
principals because of National effi- 
ciency. This has naturally improved 
our client relationships and helped 


assure us of a constantly expanding 
business. 

“We are particularly pleased with 
the electric typewriter on the Class 
31 National which enables us to 
rapidly record complete descriptive 
information on our records. It is 
exactly such National features as 
this which save us time and payroll 
expense each week. 

“We are justly proud of our in- 
vestment in the National Class 31 
Accounting Machines. Each year 
these Nationals save us more than 
their initial cost. It should be obvious 
that we recommend a National Sys- 
tem for any mortgage servicing op- 
eration such as ours.” 





THE TITLE GUARANTY COMPANY, Den- 
ver, Colorado, serves the entire state. As 
the oldest and one of the best-known title 
insurance companies in Colorado, it en- 
joys an excellent annual growth. 





MR. AKSEL NIELSEN, President, is a past 
president of The Mortgage Bankers As- 
sociation of America. In the letter below 
he explains what National has meant to 
his company in terms of lower operating 
costs and increased efficiency. 


—The Title Guaranty Company, Denver, Colorado 


There’s an efficient, economical 
National System that can cut costs 
and help build business for you— just 
as it did for the Title Guaranty 
Company. Your nearby National 
representative, a trained systems an- 
alyst, will be happy to show you 
how. Call him today and get ail the 
time-and-money-saving facts.Or 
write us at Dayton 9, Ohio. 


*TRADE MARK REG. U.S. PAT. OFF. 


Waltonal 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


949 OFFICES IN 94 COUNTRIES 
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safeguard them against 
title defects 


A Chicago Title Guarantee Policy protects 
your mortgage even against hidden title 
defects not found in the records. Should the 
title, as guaranteed, be questioned, 

Chicago Title and Trust Company instantly 
takes over its defense . . . pays the full 

cost of litigation ...and settles any losses. 


Illinois offers no other title protection 

with such financial strength behind it—nor 
such long experience in Illinois real 
estate. As to prompt service, Chicago Title 
Guarantee Policies are issued locally, 

in 62 cities throughout Illinois. 


*.e 
Cote 
. 


*.*.*.* *.* 
e*%e%e%e? . e,? 


On your larger loans, we reinsure 
for title companies in other states 


Chicago Title 
and Trust 
: Company 


111 West Washington Street 
Chicago 2 


Springfield Decatur Danville 





4 THE MORTGAGE BANKER © July 1954 


























NATIONAL HOME 
MORTGAGES ARE 
SOUND LONG-TERM 
INVESTMENTS 








NATIONALS consistently command 


Original buyers of National homes save 
hundreds, even thousands, of dollars 
through our huge purchasing power and 
cost-cutting production methods. So nat- 
urally these homes have a greater resale 


SALE PRICES 


value than other types of houses that 
were in the same price range when new. 
This intangible plus adds measurably to 
the worth of mortgages on National 
homes. Your inquiry is invited. 








All National homes are produced with top 
quality “brand name” materials and equipment, 
in designs and sizes to meet every family 

taste, every income. Brochures of latest 

models will be sent on request. 


NATION’S LARGEST PRODUCER OF QUALITY HOMES 
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Licensed to do business in the following states: 


Arkansas ¢ Florida e Georgia e Indiana « Kansas « 
Louisiana ¢ Mississippi « Missouri e Nebraska « 
Oklahoma e Tennessee ¢ Texas ¢ Illinois (certain 
counties ) 


TITLE INSURANCE CORPORATION 810 Chestnut  MAin 1-0813 
of St. Louis, MeCune Gill, President 10 South Central § PArkview 7-813! 

















“NINETY PER CENT of our homes are built on slab found 


With effici perimeter heating, we find 





that o basement is not a strong selling advantage.”’ 


“Satisfied owners of Gunnison Homes 


sell 8 of every 10 homes we build,” 


says John R. Maenner, General Manager, Maenner-Built, Inc., Omaha, Nebraska 


OHN MAENNER told us: “Most of our 
sales are the result of word-of- 
mouth advertising. We ran a survey 
recently and found that out of every 
10 homes we sell 8 are pre-sold by satis- 
fied owners who tell their friends about 
Gunnison Homes. That, in my opinion, 
is a fine tribute to the excellent product 
we have here. 

“My father, who is an architect, 
decided after the war to start building 
prefabricated homes. He investigated 
several of the major manufacturers and 
finally decided that Gunnison Homes 


offered the most on the basis of archi- 
tectural design, floor layout, and ease 
of construction.” 

This United States Steel Homes 
Dealer has built and sold 504 Gunnison 
Homes; plans to build another 150 in 
1954. Prices range from $9,700 to 
$11,600—average about $10,500. At- 
tractive financing has been obtained on 
all homes. 

Every United States Steel Homes 
Dealer is a successful local builder who 
is thoroughly investigated and proven 
competent before he is granted a fran- 


“Gunnison’’— trade-mark of United States Stee! Homes, inc. 


United States Steel Homes, Ine. 


GENERAL 


DISTRICT OFFICES: Atlanta, Ga. - 


OFFICES: 


NEW ALBANY, INDIANA 


Chicago, Ill, » Columbus, Ohio - Dallas, Texas 


Harrisburg, Pa. - Louisville, Ky. « Newark, N.J. « Omaha, Neb. 


sussipmaRYOF D NITED STATES STEEL 


CORPORATION 





chise. You can depend on his develop- 
ments being intelligently planned and 
his homes being well built. Write for 
complete information. 


HOW THEY DID IT 


Ll. Offer an excellent product—Gunnison Homes— 
on terms that most people can afford. 


> Adapt operation to local market conditions. 
Demand is high in fast-growing Omaha for 
attractive modern homes selling from $9,700 
to $11,400. 


Keep close control of costs; maintain own erec- 
>. e . . 
tion and sales organization. 


A. Plan every development well in advance. Al- 

. 

low time to develop land, set up construction 
and sales programs. 


Obtain financing before construction begins. 

‘ Variety of G i designs (all pted by 
VA and FHA), excellent sales appeal, and qual- 
ity construction make these homes octtractive 
investments. 





6. Advertise in classified section of local news- 
papers and on TV. Tie in with national adver- 
tising of Gunnison Homes and make good use 
of free ad mats supplied by United States Steel 
Homes. 
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LOUISVILLE TITLE INSURANCE COMPANY — 


Certainly P « H Homes usually sell for 
less than comparable homes in their areas. 
But what may not be so apparent is the 


cost less new... 


worth more on resale 


bilt panels keep P&H Homes young and 
resale values high. And, of course, the care- 
ful factory-controlled construction adds years 





to P&H Home Life, too. No wonder P&H 
builders and home owners are among the 
soundest sources of investment you could 
find. Write for details today. 


craftsman quality in the P& H Homes in 
every price range. Top quality materials — 
like Thermopane, Fiberglas, Rusco, Youngs- 
town, Douglas fir framing, and Upson Strong- 


Check these Sales prices - « « See Why P & H Homes Are Such Good Investments 


e The Pa H Dover 


3 Bedrooms, 768 sq. ft. 


Three bedrooms for $51 a month! Hard to believe, 
but true. The P« H builder in Racine, Wis., is one 
of many builders who can offer the Dover for 


about $350 down, $51 a month. 





e The Pz. H Lee 


3 Bedrooms, 920 sq. ft. 


More usable space, more luxury features, 
lasting value than just about any home in its 
class. It’s selling — profitably —in Franklin, 
Ind. for $500 down, $55 per month. 





e The Pa. H Regent 


4 Bedrooms, 1,016 sq. ft. 


Does your market need a big home at a low price? 
It can be done— profitably. Example: A typical SY; cv 
P&H builder offers the Regent for just $600 ' 
down, $62 a month in Meadowdale, Ill. — = 





P&H HOMES, in 2, 3 or 4 bedroom models, are priced to sell from $6,000 to $20,000. 


PeaH HOMES sarniscurecer CorPoration 


367 Spring St., Port Washington, Wis., Phone Port Washington 611 
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NOTHING BUT 


Nothing but sound judgment guides corporate investors 
to require title insurance. They know that any mortgage 
is a safer and therefore a better mortgage when the title 
is insured. 

To investors in mortgage loans, title insurance policies 
say: “You are protected against financial losses which may 
be caused by mistakes made in abstracting and examin- 
ing titles and in preparing legal papers affecting title. 
You are also protected against losses caused by concealed 
title defects, such as forged deeds and releases. Moreover, 
should anyone ever question the titles to the properties 


lawyers Title 


Insurance (orporation 


Operating in New York Stale as 
(Virginia) Lawyers Tille Insurance Corporation 


Home Office ~ Richmond . Virginia 
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SOUND JUDGMENT 


securing your loans, the insurance company will defend, 
without any cost to you, all legal actions or proceedings 
against you which allege the titles to be other than as 
insured.” 

If you would like to consider making your mortgages 
safer and therefore better mortgages with title insurance, 
we shall appreciate an opportunity to consult with you. 

Our company is one of the Nation's largest, strongest 
and best known title insurance companies. Its title policies 
are accepted and often preferred by large corporate 
investors in mortgage loans. 


REPRESENTED BY LOCAL TITLE COMPANIES 
IN MORE THAN 160 OTHER CITIES 


. 

. 

* 

. TITLES INSURED THROUGHOUT 38 STATES 

© NATIONAL TITLE DIVISION OFFICES. 

. Chicago New York 

. BRANCH OFFICES IN: 
Akron, O. Dayton, O. Richmond, Va. 

® Atlanta, Go. Decatur, Ga. Roanoke, Va. 

e Augusta, Ga. Detroit, Mich. Savennah, Ga. 
Birmingham, Ala. Miami, Fia. Springfield, III. 

. Camden, N. J. Nework, N. J. Washington, D. C. 
Cincinnati, O. New Orleans, le. White Plains, N. Y. 

e Cleveland, O. New York, N. Y. Wilmington, Del. 

e Columbus, Ga. Norfolk, Va. Winston-Salem, N. C. 
Columbus, O. Pittsburgh, Pa. Winter Haven, Fla. 

a Dallas, Tex. Pontiac, Mich. 

= 

& 

& 
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Is the Recession Over? 


Most likely, says the man regarded as one of the country’s foremost economists. 


Just what sort of an economic set-back was it anyway, what caused it and are there 


any economic lessons we can learn from it. 


VIDENCE that the recession has 
been flattening out is now so 
abundant that this conclusion must 
be accepted as established. The bot- 
tom may be behind us. Evidence that 
the decline has been flattening out is 
provided by the index of industrial 
production, by new orders of manu- 
facturers, by personal incomes be- 
fore taxes, and by retail sales. 

The nature of this business re- 
cession has been misunderstood. It 
has been quite generally regarded as 
almost solely an inventory adjustment 

an adjustment from a shift in the 
accumulation of inventories to a re- 
duction in inventories. The inventory 
adjustment has been an important 
aspect of the recession. The basis for 
the view that the recession has been 
mainly an inventory adjustment is 
found in the fact that five-sixths of 
the drop in gross national product 
between the second quarter of 1953 
and the first quarter of 1954 can be 
accounted for by a shift from accu- 
mulating inventories at the annual 
rate of $6.3 billion to the reduction of 
inventories at the annual rate of $4.8 
billion. 


But the recession has been far 
more than a mere inventory adjust- 
ment. Two other important influ- 
ences have reduced demand: cuts in 
government spending and the curtail- 


ment of retail buying by individuals. 


This present (or recent) recession 
has interesting aspects that are worth 
noting because they shed light on fu- 
ture trends of the economy and on 
the problems of keeping the economy 
stable. One of the striking aspects of 
the recession has been the steadiness 
of prices. Recessions are usually ac- 
companied by drops in prices. In the 
recession of 1949, for example, when 
the drop in total production was 
roughly the same as in the present 
recession, the index of wholesale 
prices decreased nearly 10 per cent 
between August, 1948, the high point, 
and August, 1949, and the drop con- 
tinued slowly after August, 1949. In 
the present recession, however, there 
has been no drop in the index of 
wholesale prices — though there has 
probably been some drop in prices 
which the index failed to catch. The 
index in May, 1954, was slightly 
above May, 1953. The index of 22 


By SUMNER H. SLICHTER 


These are Slichter’s conclusions. 


sensitive commodities has risen from 
88 in May, 1953, to around 92 to 93 
in May, 1954. 

In 1949, the principal cause for 
the decrease in the wholesale price 
index was the fall in the prices of 
farm products — though the index 
of non-farm products dropped from 
153.3 in September, 1948 to about 
145.0 a year later. In the present 
recession, there has been little move- 
ment of farm prices as a whole, but 
the index in May, 1954, was slightly 
higher than in May, 1953. 


The failure of prices to drop dur- 
ing the current recession naturally 
prompts the question whether the 
old-fashioned recession with its dras- 
tic declines in prices is giving way 
to a new type of recession in which 
there is little movement of prices. It 
is, of course, too early to say. The 
drop in prices in the recent recession 
of 1949 was much less than in earlier 
recessions, such as 1937-38, or 1921. 
The failure of the index of prices to 
drop in the current recession is at- 
tributable in considerable measure to 
the accidental circumstance that from 
the beginning of 1952, until June, 
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t University Professor, Harvard University 
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1953, the wholesale price level of 
farm products dropped by 13 per 
cent. 

In other words, the drop in farm 
prices came before the recession. Next 
time the drop in the prices of farm 
products may accompany the reces- 
sion, as it did in 1949. Nevertheless, 
the fact that the 
has been accompanied by no drop in 
the that the 
long-run movement of the price level 


current recession 


prices reinforces view 
is upward. 

receives additional rein- 
the that the 
workers in virtu- 


This view 


forcement from fact 


hourly earnings of 
ally all 
continued to 
year in the face of rising unemploy- 
Wages 
because there are important negotia- 


have 
the 


branches of industry 


rise slowly during 


ment. will continue to rise 


tions ahead. The price of labor is 


determined fundamentally by condi- 
tions of supply and demand, but the 
the 
effect of the supply side of the mar- 
ket on 


the workers in manufacturing, min- 


rise of strong unions increases 


A high proportion of 


wages 


ing, construction, transportation, and 


public utilities is organized. As the 
agreements under which these men 
work expire, the men expect the 


agreements to be replaced with other 
agreements providing higher wages 
Hence, the high 


organization of labor tends to make 


or better conditions. 


wages rise right through a recession 
such as the current one. 

striking the 
current recession has been the steadi- 


A second aspect of 


ness of expenditures for non-agricul- 


tural plant and equipment. The 
steadiness of these outlays prompts 
another question: “Can we expect 


capital expenditures to show a simi- 
lar steadiness in future recessions?” 
In the past, violent cyclical fluctua- 
tions in expenditures on plant and 
equipment been the 


characteristics of the business cycle. 


have one of 

Dare one hope that from now on 
business cycles will lose this historic 
characteristic the sharp up-and- 
down movement of capital expendi- 
tures? 
inadequate basis for generalization. 
Nevertheless, I believe that the im- 
portant changes in the determinants 
of capital expenditures which have 
helped to keep plant and equipment 
outlays steady in this recession will 
permanently tend to make capital 


One recession is obviously an 
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outlays less sensitive to the ups and 
downs of business. Particularly im- 
portant are the growth of industrial 
research and the growth of the busi- 
staff. Industry has spent more 
than twice as much on industrial re- 
search in the eight years beginning 
with 1946 as in all the previous his- 
tory of the country. The expansion 
of industrial research is bound to go 
on because, up to now, it has devel- 


ness 


oped on a large scale in only a few 
industries. Furthermore, it is inher- 
ently competitive, so that research in 
one enterprise forces research in other 


concerns. 


The development of industrial re- 
search means that at all times many 
enterprises will have a backlog of un- 
executed investment opportunities. It 
will usually be uneconomic for man- 
agements to postpone cost-saving ex- 
penditures simply because business at 
the moment happens to be contract- 
ing instead of rising. Furthermore, 
it will often be uneconomic for enter- 
prises to delay bringing out new or 
improved products which research 
has created. In other words, the 
growth of research makes investment 
expenditures less sensitive to the cycli- 
cal ups and downs of business. 


Congress Partly Responsible for Dilemma 


The rise of business staffs and of 
staff planning has the same effect. 
There has been a revolutionary 
change in business management rep- 
resented by the rise of staff positions. 
Before 1900 there were very few staff 
positions in American industry. The 
unique characteristic of the work of 
staff executives is investigation and 
planning. When policies are based 
upon staff work, they are bound to 
rest upon a broader foundation of 
fact and investigation than the poli- 
cies made solely by line executives. 
Among other things, this means that 
policies based upon staff work tend 
to be based upon long-run considera- 
tion as well as short-run. But policies 
upon long-run considerations 
tend to be executed more or less in- 
dependently of business cycles. A 
carefully worked out long-run con- 
struction or expansion program is not 
likely to be curtailed very much 
simply because business turns down. 

The next recession which this coun- 
try experiences may not see business 
expenditures on plant and equipment 
holding quite as steadily as they have 
held in this recession. Nevertheless, 
the tendency for research work and 
staff work to make plant and equip- 
ment expenditures less sensitive to the 
business cycle is a major change in 
the direction of greater economic sta- 
bility. 

At the same time that changes in 
the planning of investment expendi- 
tures are adding to the stability of 
the economy, the growth of consumer 
credit has been introducing new 
causes of instability. Indeed, one of 


based 


the most interesting aspects of the 
present recession and the preceding 
boom has been the role played by 
fluctuations in consumer credit. Con- 
gress made a blunder in refusing to 
extend the authority of the Federal 
Reserve System over consumer credit 
in May, 1952. As a result, consumer 
credit expanded by $4.1 billion be- 
tween May, 1952, and December, 
1952. During the same period in 
1951, the growth was $1.2 billion. 
The expansion of consumer credit in 
1952 came at a time when the federal 
government was rapidly increasing 
its expenditures (the cash outlays of 
the federal government in December, 
1952, were $1.6 billion greater than 
in May in contrast to a rise of only 
$467 million in the same period in 
1951) and when gross private domes- 
tic investment was also increasing 
rapidly. Fortunately, the combina- 
tion of these powerful inflationary in- 
fluences did not produce a rise in the 
price level. Nevertheless, the rise in 
consumer credit came at a time when 
it could scarcely have been worse 
planned. 

During the first six months or so 
of the current recession, consumer 
credit continued to expand slowly, 
thus helping to sustain business. Since 
the first of the year, however, the re- 
payments of short-term consumer 
debts have been running considerably 
above new borrowings. Hence, the 
contraction of consumer credit in the 
early months of 1954, though healthy 
in itself, has been an important in- 
fluence depressing the volume of re- 
tail trade. 








Unfortunately, the contraction of 
consumer credit has come at a time 
when the federal government has 
been sharply cutting its outlays for 
goods and services. It is fortunate 
that other sustaining or expansive in- 
fluences, such as tax cuts and the 
well-sustained business outlays on 
plant and equipment, have limited the 
effects of contracting consumer credit 
and of falling expenditures by the 
federal government. 

The country has been fortunate in 
avoiding an inflationary effect from 
the ill-timed expansion of consumer 
credit in 1952, and it has also been 
fortunate in avoiding serious conse- 
quences from the contraction of con- 
sumer credit during the early months 
of 1954. It is plain, however, that 
consumer credit is now used so ex- 
tensively that it adds significantly to 
the problem of keeping the economy 
stable. The benefits of consumer credit 
are considerable—it increases the ca- 
pacity of the economy to expand, and 
it has important sociological effects 
in enabling people of moderate in- 
comes to acquire the kind of goods 
which only the well-to-do had pre- 
viously been able to afford. These 
important benefits of consumer credit, 
however, should not obscure the fact 
that arrangements are needed to limit 
the tendency of consumer credit to 
aggravate booms and recessions. 

Perhaps the most interesting ques- 
tion raised by the current recession is: 
“How wisely and effectively has the 
government attempted to limit the 
recession ?” 

The record of the Federal Reserve 
System in combating both threat- 
ened inflation early last year and con- 
traction during the last nine months 
has been good, and I have no special 
comment to make on it. Congress 
made a significant contribution to 
mitigating the recession by reducing 
excise taxes by about a billion dollars 
a year on April first. But Congress 
did not go far enough —it should 
have added about $2.5 billion a year 
instead of $1 billion to consumer pur- 
chasing power by virtually wiping out 
all of the manufacturers’ and retailers’ 
excises. 

It is the executive branch of the 
government which has shown a sur- 
prising lack of initiative and enter- 
prise in fighting the recession. I do 


not know the reason, but I suspect 
that it is attributable to the influence 
of the Treasury which seems to be 
more interested in keeping the cash 
budget in balance than in limiting 
the drop in production and employ- 
ment. Certainly it is not easy to find 
evidence that a rise of two million in 
unemployment has aroused as much 
concern in the Administration as the 
possibility of a deficit in the cash 


budget. The Treasury overlooks the 
fact that unemployment represents a 
kind of deficit—a failure of the de- 
mand for labor to equal the supply. 
This kind of deficit is entitled to as 
much consideration as a deficit in the 
cash budget. Indeed, if one must 
choose, I would accept a deficit of 
two or three billion in the cash budget 
rather than two million unnecessarily 
unemployed. 


Administration Failed to Act with Vigor 


Spokesmen for the Administration 
have said several times that the Ad- 
ministration would act if and when 
action is needed, but the level of un- 
employment which the Administra- 
tion regards as justifying action, 
seems to be considerably higher than 
the people of the country will find 
tolerable. Hence, I believe that this 
recession will go down in history as 
one in which the people conclude 
that the Administration failed to act 
with proper initiative and vigor in 
fighting contraction. Furthermore, I 
believe that the next time a recession 
occurs, even though it be as mild and 
as limited in scope as this one has 
been, the Administration in power, 
whether Republican or Democrat, 
will act more promptly and more vig- 
orously than the present Administra- 
tion has done. 

As to our intermediate business 
prospects—the prospects over the next 
four or five years—the greatest un- 
certainty is whether or not the coun- 
try will be able to make substantial 
cuts in its defense expenditures. I wish 
that I could believe that substantial 
cuts will be possible. The cuts that 
are now planned seem to be based 
upon ill-conceived conception of strat- 
egy. The Administration’s announced 
policy of “mass retaliation” fits only 
a few special situations—though the 
ones that it does fit are important. 
The country needs a defense program 
which will enable it, in conjunction 
with its allies, to oppose effectively 
the “small-war” policy of the Com- 
munists. This necessity may prevent 
large additional cuts in defense spend- 
ing. But if large cuts in defense spend- 
ing are possible, large cuts in taxes 
will also be possible. In other words, 
a more peaceful and secure world will 


mean, not primarily a drop in the 
total demand for goods, but a shift 
of a substantial part of the demand 
from the government to individuals. 
That is another way of saying that 
a more peaceful and secure world will 
mean a higher standard of consump- 
tion for us all. 

The principal reason why it is im- 
possible for me to be anything but 
optimistic about the intermediate 
business outlook is the extraordinarily 
rapid growth of technological re- 
search. Research increases the de- 
mand for goods as well as the ca- 
pacity for industry to make goods. It 
increases the demand for goods partly 
by raising investment opportunities 
and partly by increasing the variety 
of goods offered to consumers, thus 
raising the proportion of personal in- 
comes spent for consumption. The age 
in which we are living may properly 
be called a research age. This re- 
search age is not very old. We are 
still in the earliest stages of its devel- 
opment. Most of the huge expendi- 
tures on industrial research made by 
industry in the last eight years have 
not yet had time to produce eco- 
nomic effects. Unless these. large re- 
search expenditures have been pretty 
completely wasted, the economic con- 
sequences of these enormous expen- 
ditures will be tremendous. It is easy 
to make a persuasive case for expect- 
ing rapid economic expansion in the 
years immediately ahead. I should 
hate, however, to have the responsi- 
bility for arguing the opposite con- 
clusion—namely, that the rate of ex- 
pansion is likely to drop substantially 
and that the demand for goods is not 
likely to keep pace with our capacity 
to produce. I do not know where I 
should find the evidence or the argu- 
ments to support such a conclusion. 
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ARE WE 
CREATING 
THEM FASTER 
THAN WE ARE 
ELIMINATING 
THEM ? 
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One of the most significant social developments 
our generation has experienced is the rapidly grow- 
ing realization by the American people of the fact 
that our cities are in trouble in a number of impor- 
tant aspects and that clearing the slums and halting 
the spread of blight is at the heart of the solution. 
But as impressive as this appreciation has been, 
only a start has been made; and it behooves every 
person whose interest is bound up in the future of 
metropolitan areas to see that the momentum we 
now have is maintained and increased. Renewal 
of our cities, however, will mean little if we should 
be creating slums faster than they are being cleared. 
Mr. Moir suggests this possibility and cites three 
specific ideas that may make important contribu- 
tions in solving one of this country’s most tmpor- 
tant and far reaching problems. At first glance, 
some may say they appear to be difficult of attain- 
ment. Yet the problem is difficult and demands our 
best thinking and some daring effort. No one has 
a greater stake in solving it than the mortgage man. 


By WALLACE MOIR 


Vice President, Mortgage Bankers Association of America 
President, Wallace Moir Company, Beverly Hills, California 


VERYBODY is opposed to siums. 

The federal government is 
launching an ambitious program to 
help cities rid themselves of slums. 
Cities throughout 
the nation 
showing a more 
serious concern 
with the slum 
problem than ever 
before and, more 
than on any pre- 
vious occasion, ap- 
pear to be taking 
vigorous and en- 
lightened action 
to remove the conditions that have 
been their outstanding shame. 


are 





Wallace Moir 


We in the Mortgage Bankers Asso- 
ciation, along with business and civic 
organizations everywhere, are joining 
in these efforts and shall do our best 
to make them fruitful. At the same 
time, we should not lose sight of this 
grim and solid fact: with 50 million 
dwelling units subject to the unremit- 
ting forces of deterioration, slums can 
be made far faster than they can be 
eliminated. That is, unless firm meas- 
ures are taken to keep this from 
happening. é' 

The question is: how to prevent 
slums from being made? It is a ques- 
tion that we in the mortgage business 
should be especially concerned about, 
because the growth of slums means 
the destruction of value, and the de- 
struction of value, in turn, means the 
destruction of mortgage security. 


In the days when mortgages were 
presumedly to be paid off, or at least 
reconsidered, in a few years’ time, we 
may have been able to avoid the ques- 
tion. But now, when longer and longer 
maturities are the fashion, we cannot 
do so. With the prospect that we may 
have to live with a property through- 
out nearly its whole economic life, we 
must see that that life is as long and 
healthy as possible. 

While I am sure there is no one 
answer, I am hopeful that, by a full 
discussion of the subject, we may get 
ourselves started toward some prac- 
ticable solutions. 


It seems to me that our thoughts on 
this matter should cover three main 
points : 


»> To pattern amortization pay- 
ments on long-term mortgages so as 


to keep them in line with natural 
depreciation ; 


>»? To give mortgagees greater power 
to require that properties are appro- 
priately maintained; 


>> To get the support of law to pre- 
vent property from being neglected to 
the point of hazard to public health 
and safety. 

The benefits of regular amortiza- 
tion have been so great that we are 
inclined to ignore the possibility of 
their improvement or to recognize the 
hazard that they may conceal. The 
equal monthly payment plan for prin- 
cipal and interest in effect presup- 
poses that the rental value of the 
property will be the same at the end 
as at the beginning of the amortiza- 
tion period. This is a broad assump- 
tion when we are dealing with mort- 
gages running 25 to 40 years to 
maturity. 

In connection with rental housing 
mortgages insured under Section 207, 
FHA has moved to meet the inherent 
danger in this situation by switching 
to a plan involving a total declining 
payment, in which the amortization 
portion is constant while the interest 
portion diminishes. This has the ad- 
vantages of speeding up the repay- 
ment of principal and hence of build- 
ing up equity in the early years; and 
it also permits the total payment to 
be reduced in at least a hypothetical 
relationship with the decline in in- 
come to be expected as the property 
gets older. 

By the same token, this method of 


amortization also permits payments 
on the principal to be kept to some 
reasonable relationship with tax de- 
ductions for depreciation. Under the 
constant interest-amortization pay- 
ment plan, it is only a few years be- 
fore the amortization portion begins 
to exceed the deductible depreciation, 
so that the mortgagor is required to 
pay taxes on income he has already 
paid to the mortgagee. This is a situ- 
ation hardly conducive to the ade- 
quate maintenance of property. A 
payment plan involving constant 
amortization and declining interest 
may at least avoid this predicament. 


But the effects are greater than this. 
As real equity is established, the in- 
terest in and sense of responsibility 
toward the property is bound to in- 
crease. With something really at stake, 
the desire to maintain the property is 
heightened. Moreover, the declining 
payment gives more leeway for main- 
tenance expenditures, while the ac- 
crued equity provides a base for addi- 
tional borrowing for improvements if 
that should be necessary. 

We might well consider applying 
the same idea to mortgages on single- 
family houses, especially those of 
longer maturities, and FHA and VA 
might study the feasibility of at least 
permitting the declining payment 
method as an alternative to the pres- 
ent method. Other inducements to 
speed up equity accumulation, such 
as the reduction of interest or cancel- 
lation of the insurance (thus saving 
the premium payment) after the loan 
had been paid down to a certain point. 

















IT IS VITAL that neighborhoods are not allowed to deteriorate. As a matter 
of direct self-interest if nothing else, mortgage men should be in the forefront 
in the battle against blight, or, to put it positively, the battle for continuous 


urban renewal. 
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With the homeowner-mortgagor, even 
exhortation may be of use. The ad- 
vantage of prepayment can be pointed 
out as a means both for increasing 
safety and for permitting more sub- 
stantial advances for property im- 
provement under the open-end prin- 
ciple. 

These approaches might play a con- 
siderable part in encouraging the 
maintenance of property. But I think 
it doubtful that they would bring us 
to the complete answer to the ques- 
tion I have raised. I have felt for a 
long time that much might be gained 
if mortgagees were able, in cases of 
plain neglect and waste, really to step 
in and do something about it. 

I am aware, of course, that it is 
possible and, indeed, common pro- 
cedure to write into the mortgage 
clause, 


, 


agreement a “strip and waste’ 
which stipulates that on failure to 
provide proper maintenance the mort- 
gage will be in default, or gives the 
mortgagee, under certain circum- 
stances, the right to enter, to do work 
necessary for the preservation of the 
property, and to charge the cost to 
the owner. 


Anyone who has had the hardihood 
to try to enforce such provisions as 
these knows that the protection they 
afford are a good deal short of face 
value. The difficulty gets down to de- 
fining what is waste, determining 
what is adequate maintenance, and 
settling what is a reasonable correc- 
tive expenditure. The matter almost 
invariably ends in court, where the 
chances of expense are great and of 
successful enforcement meager. As a 
consequence, a willfully negligent 
owner can milk a property almost at 
will, while one who can barely keep 
up his payments can dissipate the 
security before the mortgagee’s eyes 
without his having effective recourse. 

Either way a slum is in the making, 
for a milked or neglected property 
can end no other way. 

In its contracts with corporate 
owners of large rental properties 
financed with mortgages insured un- 
der Section 207, FHA is given certain 
shares of preferred stock, which in 
case of any default (which may in- 
clude wasteful management or neglect 
of the property) acquire full voting 
rights, giving FHA the power to step 
in and correct the default without 
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HE fact that you have a title policy under 

lock and key does not automatically assure 
you that your title is good. Even a court deci- 
sion does not always make it free from attack. 
The decision can be upset by the unearthing 
of new evidence or the claim of someone not 
a party to an action. 
Since 1883 T G & T has paid out thousands 
of dollars every year to protect its policy 
holders against claims which might otherwise 
have jeopardized the value of their invest- 
ment. 
That is why the financial responsibility of 
your title insurer as well as its reputation for 
sound examination prior to the issuance of its 
title policies should be prime considerations. 


TITLE GUARANTEE 
and Trust Company 


MAIN OFFICE: 176 BROADWAY, N.Y. 38 + WOrth 4- 1000 


TITLE INSURANCE THROUGHOUT NEW YORK, 
NEW JERSEY, CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 





Reinsurance facilities available through primary 
litle insurers in many other states 











necessarily throwing the property into 
foreclosure. This provision has been 
successfully invoked in a number of 
instances. 

Although the preferred stock ar- 
rangement has proved its usefulness, 
it was concluded that, in cases where 
the mortgages on rental property were 
of relatively small amounts, the elab- 
orate corporate and supervisory struc- 
ture was impracticable. In these 
smaller cases, therefore, the original 
system of enforcing maintenance was 
dropped. While estimates of mainte- 
nance and replacement costs are still 
taken into account in determining the 
mortgage amount, no special means 
are provided for either setting such 
funds aside or assuring that appro- 
priate expenditures are made. So we 
come back to where we started from. 

Any agreement, however, is not 
likely to be fully effective unless the 
money for maintenance and replace- 
ment purposes is actually on hand 
when needed. The solution seems to 
be to have a provision in the deed of 
trust or mortgage agreement that will 
require periodic payments to be made 


to a fund to be held for future main- 
tenance, to be expended on the order 
of or with the consent of the mort- 
gagee. In order that the borrower be 
properly protected, the fund should 
be held in some form of trust or es- 
crow account; and this same arrange- 
ment should give the lender authority 
to require that the money be used as 
needed. Failure to add to the fund as 
stipulated could be made a default 
under the mortgage —a condition 
much easier to enforce than the vague 
one of whether or not waste was being 
committed. 

To avoid argument over the ways 
in which the fund was to be used, the 
agreement might include a fairly elab- 
orate schedule of contemplated main- 
tenance and replacement work, to be 
varied only by mutual consent, plus 
an allowance for unforeseeable con- 
tingencies. If this practice were fol- 
lowed, contention might be limited 
to the contingencies. In any case, the 
prime sources of contention would be 
absent. The money would be avail- 
able and the purposé would have 
been made clear. The very existence 


of such a fund and the practice, once 
established, for using it in accordance 
with the agreement, would probably 
end in making maintenance and re- 
placement a routine matter. Of 
course, if the estimate of expenditure 
should prove to be greater than actual 
requirements, the excess could be ap- 
plied to principal. 

I believe that basically this plan 
would work equally well with corpo- 
rate and individual borrowers and 
with income-producing as well as 
owner-occupied property. There are, 
however, some tax problems that 
would have to be considered when the 
plan was used in connection with 
apartments or commercial buildings. 
The part of the fund set aside for re- 
placement, since it amounts to no 
more than a real depreciation reserve, 
poses no special tax problem so long 
as the amount of the reserve does not 
exceed the amount deductible as de- 
preciation for tax purposes. 

Funds set aside for future mainte- 
nance may be another matter. They 
probably would be taxed as income in 
the year earned, even though the na- 
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ture of their ultimate use could be 
clearly shown. A penalty would thus 
be placed on prudent management 
and the protection of the security. 
This circumstance may make it ad- 
visable to obtain some modification 
of the revenue laws, if the idea of 
maintenance reserves is to be popu- 
larized. 

Admitting the existence of this dif- 
ficulty, the plan is nevertheless sound. 
It would cost the borrower no more 
than actually necessary in any case for 
proper upkeep; and, by having the 
money available as the need for ex- 
penditure appeared, it would un- 
doubtedly result in savings in the end. 
The plan would give the lender a 
little more work to do, which may 
seem to be a drawback. But the extra 
work should be compensated by the 
knowledge that loan security would 


be enhanced. 


More Lender Responsibility 


Moreover, it would not be a bad 
idea to have a system under which 
the lender would have to take a more 
active responsibility toward the main- 
tenance of mortgaged property. It 
would not only keep him alert to the 
condition of the properties in which 
he was immediately interested, but it 
would also lead him to take a broader 
interest in the upkeep of the commu- 
nity as a whole. 


This brings me to my third ap- 
proach. The value of an individual 
property and the security of an indi- 
vidual mortgage is dependent not only 
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on the way in which that property is 
maintained and that mortgage pro- 
tected but also on the way the neigh- 
borhood is maintained and protected. 
Properties and mortgages are like 
men: they do not live alone. They 
are intimately part of a community. 
Mortgagees, therefore, should be as 
alert to the condition of the neighbor- 
hood as they are to the condition of 
the property of their immediate inter- 
est. Whatever is happening to other 
properties in the same area, or indeed 
in the community as a whole, has a 
bearing on their particular security. 

Here are some of the things that 
should be watched with ceaseless vigi- 
lance. The first sign of deteriorating 
municipal services—garbage and trash 
collection, street paving, lighting, and 
so forth—is a sign of danger. The 
first spot zoning change that permits 
the intrusion of an inharmonious use 
is a threat to all properties nearby. 
Neglect or overcrowding of any prop- 
erty in the neighborhood will have a 
depressing effect on the rest. 

It is vital that neighborhoods are 
not allowed to deteriorate. As a mat- 
ter of direct self-interest, if nothing 





During the first quarter, total real 
estate investment of life companies 
rose above the $2,000,000,000 mark, 
nearly three times what it was seven 
years before. Of the $2,066,000,000 
held on March 31, the largest block 
was $1,140,000,000 of commercial 
and industrial rental properties — 
about 15 times the volume of such 
realty holdings at the end of 1946. 
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else, mortgage men should be in the 
forefront in the battle against blight, 
or, to put it positively, the battle for 
continuous urban renewal. They 
should demand proper services from 
the local government. They should 
support the enactment of appropriate 
ordinances covering the safety, sanita- 
tion, and overcrowding of dwellings 
and help see to it that the ordinances 
are effectively enforced. They should 
be concerned with the condition of 
the schools, the adequacy of recrea- 
tional facilities, traffic conditions, 
smoke control, and all the other fac- 
tors that make for a neighborhood in 
which people want to live and where 
investors will be willing to keep their 
money. 


We Have a Major Stake 

In the battle to keep slums from 
happening, I have outlined three ways 
by which we might approach a solu- 
tion. But I want to emphasize that 
I have been talking about approaches 
rather than handing down answers. A 
lot of study and thought is still 
needed. But of one thing I am cer- 
tain, as mortgage bankers, we have 
a major stake in slum prevention. We 
have the experience, knowledge, and 
skill to tackle the problem. We have 
available to us a number of possible 
devices that give us an especially good 
opportunity to be helpful in slum pre- 
vention. We should waste no time in 
developing effective devices and put- 
ting them to use, for the benefit of our 
communities, our investors, our bor- 
rowers and ourselves. 


in Ohio 
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ORTGAGE loans play a major 
part in the investment policy 
of the National Life Insurance Com- 
pany. I know of no major life insur- 


ance company 
which today has a 
larger portion of 
its assets invested 
in mortgage loans 
than National 
Life. This is the 
result of deliber- 
ate action follow- 
ing careful consid- 
eration by the 
Company’s committee on finance and 
particularly by the Company’s board 
of directors. This policy needs no 
justification or rationalization, but our 
thoughts upon the subject may be of 
interest. 

In the first place, National Life 
is a mutual institution, without stock- 
holders, and all of its earnings accrue 
to the benefit of policyholders and 
their beneficiaries. We thus are im- 
pelled to earn just as much as we 
possibly can in order to distribute 
greater benefits to those who rely 
upon us. At the same time, an equal 





Deane C. Davis 


By DEANE C. DAVIS 


President, National Life 
Insurance Company, 


Montpelier, Vt. 


A Life Company President 
Looks at His Mortgages 


This is the refreshing and frank statement of how 


the president of one life company—one which pio- 
neered in FHA as well as in other mortgage inno- 
vations — evaluates mortgages in his investment 
program. He tells why he thinks the government- 
backed mortgage is a different type of invest- 
ment than the traditional mortgage of the past, the 
importance he attaches to the guaranty, why he 1s 
willing to make 100 per cent loans, the degree of 
liquidity he believes mortgage portfolios have and 
what he thinks about FHA. Here is the philosophy 
of mortgage loans of one lender, giving weight to 
every existing factor today. 


responsibility is to provide safe invest- 
ments for the Company’s policyhold- 
ers. We believe that in purchasing 
mortgage loans, particularly the types 
we purchase, we achieve these twin 
goals of safety and good earnings. 
Our policy represents something of 
a departure from orthodox attitudes 
toward mortgages as expressed over 
the past several decades, but we al- 
ways keep in mind that while mort- 
gage loans have been known since the 
recorded history of man, the types 
of - mortgage loans available have 


changed materially, particularly dur- 
ing the past twenty years. A mortgage 
loan today is a self-liquidating form of 
investment as a result of the pattern 
of amortization which has been so 
popular. The mortgage made today 
to finance home ownership resembles 
more closely the pattern of installment 
financing, which has played such an 
important part in the development of 
the American economy in the past 
thirty years, than it does the pattern 
of the mortgage as we thought of it 
twenty-five years ago. 
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The American public enjoys today 
the highest standard of living in the 
world, in part because of its ability to 
finance consumers’ goods on an in- 
installment-purchase basis. In the 
final analysis, a house is merely an- 
other form of consumer goods, like a 
television set, a radio, a refrigerator, 
but differs essentially in three re- 
spects: it costs more, it has a longer 
life and it is a more fundamental 
necessity of human living. 

If we accept the concept of resi- 
dence financing as part of the field of 
installment financing, then we have 
dedicated ourselves to methods of car- 
ing for these loans similar to those 
used by installment finance compa- 
nies. This in turn calls for regular 
periodic payments, usually monthly, 
close following of the loans, and an 
unwillingness to allow the borrower 
to fall behind on his payments with- 
out promptly taking steps to ensure 
collection. The installment finance 
companies have enjoyed an excellent 
experience, and there is every reason 
to believe the application of similar 
methods to home financing will result 
in a similar favorable experience for 


lenders. At National Life it is part of 
our basic investment philosophy that 
a loan is not a good loan for the 
lender unless it is a good loan for the 
borrower. Consequently, if we handle 
our mortgage loans in such a way 
that we have a favorable experience 
with them, we in turn are doing the 
borrowers a favor because they end 
up with debt-free homes, and this in 
turn produces a stronger America. 


Another reason why we appear to 
have relatively heavy holdings in 
mortgage loans rests in the fact that 
the term “mortgage loans” as used 
today includes all types of mortgage 
loans. In my opinion this is not an 
accurate portrayal of fact. For pur- 
poses of classification, mortgage loans 
today include conventional loans, 
FHA loans, VA loans, industrial loans, 
commercial loans, and many other 
types if the classifications are suffi- 
ciently detailed. There are vast dif- 
ferences between conventional loans, 
FHA loans and VA loans. We often 
have expressed the hope that the 
time will come—and soon—when a 
mortgage loan portfolio will be broken 
down at least into these three classifi- 


cations of loans just as bond accounts 
are broken down today into various 
types of bonds, such as governments, 
municipals, railroads, and public util- 
ities. 

It is our belief that when we buy 
an FHA loan or a GI loan, we are 
not buying a mortgage loan in the 
conventional sense of the word. No 
lender in his right mind would make 
a 90, 95 or 100 per cent loan without 
a substantial guarantee. When Na- 
tional Life first entered the field of 
FHA and GI loans, it represented a 
real departure for us as it did for 
other lenders. It took us a little time 
to orient our thinking to this new 
pattern of investment. But as time 
has gone on, we have become thor- 
oughly convinced that we may rely 
almost entirely upon the FHA insur- 
ance and the VA guaranty, particu- 
larly when the latter represents more 
than 50 per cent of the loan. This is 
because the guarantee of principal 
and interest of debentures issued pur- 
suant to the contract of insurance by 
FHA and the guaranty under a VA 
loan are by express terms of the law 
unconditional obligations of the 
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United States government. These ob- 
ligations, for credit purposes, are of 
equal binding effect with the obliga- 
tion expressed in a Government bond. 

We go so far in our thinking in 
fact that we are willing to buy such 
loans solely on the guarantee provided 
we have a borrower of good credit 
standing on the paper. This attitude 
reduces the costs of originating the 
loans and increases our return. We 
also believe that, as a lending insti- 
tution, we have a great responsibility 
to make loans to the extent that they 
are guaranteed or insured when the 
Government of the United States has 
expressed its willingness to give its 
guarantee. Unless we are willing to 
accept this guarantee in good faith 
and at face value, it behooves us to 
be less critical of government inroads 
into the field of private finance. Be- 
cause we are willing to rely upon 
FHA insurance and GI guaranties, 
by the same token we are willing to 
make 100 per cent loans, loans with- 
out cash down payments, and also to 
go to thirty years on the term of the 


loan, relying again on the guarantee. 


These statements may seem a bit 
extravagant in the light of some of 
the allegations made during the past 
several weeks about FHA activities. 
However, it should be emphasized 
most vigorously that at no point has 
any suggestion been made that FHA 
loans are not good investments or 
that the insurance of such loans is not 
gilt-edged regardless of what might 
have happened in connection with an 
occasional loan. The insurance of 
these loans and the ability of the 
mortgagee to obtain debentures guar- 
anteed as to principal and interest by 
the United States government provide 
an investment of which any institu- 
tion can be proud. The credit of the 
United States government is still the 
finest credit in the world regardless of 
any errors of judgment or acts of mal- 
feasance on the part of any govern- 
ment official. If unconscionable acts 
have been committed by borrowers 
or FHA officials, the investigation and 
cessation of such practices should 
serve effectively to strengthen the po- 


sition of FHA loans in the future, 
rather than to detract from the ap- 
peal of their quality. 

This policy of the Company is in 
complete accord with the spirit and 
letter of the law of Vermont author- 
izing the purchase of FHA loans. 
Under this law we are authorized “to 
make and invest in loans secured by 
mortgages which are insured under 
the National Housing Act, and to 
obtain such insurance; oe 
statute not only permits but suggests 
complete reliance on the insurance of 
the Federal Housing Administration, 
and the same is true of the statutes 
of other states. Review of the statutes 
pertaining to GI loans indicates a 
like intent on the part of legislatures 
that lenders might rely fully on the 
guaranty of the Veterans Administra- 
tion. 

When buying an FHA loan or a 
VA loan, we are obtaining as security 
not only the virtual equivalent of a 
government bond, but even more. In 
addition to the obligation of the 
United States government, we have 
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Schedule printed on buff 
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Complete 5 years entries 
representing 60 payments. 





(35¢ per set for each ad- 
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schedule) 
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a first lien on a piece of real estate, 
and also the credit obligation of a 
carefully selected American citizen. 

We have noted many times a raised 
eyebrow when we say that we are 
willing to make loans for 100 per cent, 
and we respect the opinions of those 
who insist upon a cash down payment. 
On the other hand, even though 
there may be no cash payment, let us 
not forget that the borrower has an 
equity in his house. In the first place, 
he has used all or a large portion of 
his guarantee, which is not available 
to him again. In the second place, 
his furnishings have been adapted to 
the particular house, and it would 
not be easy for him to refurnish an- 
other. In the third place, this coun- 
try has always taken pride in home 
ownership, and we have noted time 
and again that people will cling to 
their homes so long at it is possible 
for them to do so. Furthermore, let 
us not overlook the fact that the mort- 
gage payments usually are about equal 
to or less than the sum which would 
be paid for rent. And finally, with 
each monthly payment the equity 
of the owner increases. 


Over the years we have studied very 
carefully the attributes of our mort- 
gage portfolio, so-called, and we have 
been increasingly impressed with the 
inherent liquidity of a modern mort- 
gage loan portfolio. I have empha- 
sized the importance of the install- 
ment payments, which provide a 
steady flow of cash calling for rein- 
vestment. Apart from these regular 
payments, there are substantial pay- 
ments on the loans in excess of sched- 
uled amortization, resulting from a 
great many causes. Should we encoun- 
ter trouble, we receive a cash pay- 
ment on the GI loans and debentures 
on the FHA loans which are readily 
marketable or may be used for the 
mortgage insurance premium. 

Despite the recent publicity contain- 
ing allegations of FHA scandals, I 
wish to pay highest tribute to the 
faithful and self-sacrificing members 
of the FHA staff who have assisted in 
making FHA an important part of 
the mortgage financing structure of 
this country. I especially compliment 
Guy T. O. Hollyday for his states- 
manlike assumption and execution of 
the responsibilities of FHA Commis- 


sioner, and for the well-known efforts 
which he exerted to improve the 
operations of FHA. I also wish to 
express my appreciation for the will- 
ingness and enthusiasm of Acting 
Commissioner Mason in assuming the 
responsibilities imposed upon him by 
the President in connection with his 
new office. He has assumed the posi- 
tion at a very difficult time, but is 
vigorously undertaking a program 
which should serve to maintain FHA 
in its very important position. 

FHA is indeed a unique institu- 
tion. It was financed with capital fur- 
nished by the government, all of 
which has been repaid. Consequently 
FHA today, while normally a govern- 
ment agency, really functions as a 
private mutual mortgage insurance 
corporation with a government char- 
ter plus a governmental obligation. 
The financial plan of FHA with high 
ratio loans brought home ownership 
within the reach of millions of people 
who could not otherwise have enjoyed 
it and was a major factor in the solu- 
tion of the housing crisis of the past 
decade. By providing mortgage insur- 
ance, FHA made it possible for finan- 
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cial institutions to make high ratio 
loans with the insurance features car- 
ing for the small proportion of risk 
in excess of that which institutional 
lenders ordinarily would make under 
conventional standards. The FHA not 
only made this financing possible, but 
popularized an improved pattern of 
mortgage lending with monthly loan 
payments approximately equal to 
monthly rental payments. 


>> FHA has become an integral part 
of mortgage financing in this country; 


>> FHA as a mutual insurance com- 
pany with a government charter 
should be kept free of politics, and 
deserves only the highest quality of 
business management; 


>> FHA with its generation of suc- 
cessful operation should not ever in 
the future be sacrificed on the altar 
of unsound social welfare schemes. 

In presenting these observations to 
members of the Texas Mortgage 
Bankers Association I was asked to 
explain the manner in which we de- 
termine “when we shall buy loans 
heavily.” There was almost a subtle 
suggestion that we possess some kind 
of magic formula or insight into thé 
market. I appreciate the implied 
compliment, but such is not the case. 
As investors of life insurance funds, 
we are trustees of the funds com- 
mitted to us and our activities are 
specifically limited by law, and our 
investment policy is even more con- 
servative than the statutes prescribe. 
Beyond this, National Life always has 
been reluctant to take market posi- 
tions. The minute one takes a mar- 
ket position, whether he likes it or 
not, he is approaching, if not enter- 
ing, the field of speculation. I do 
not believe we should speculate with 
life insurance funds. 

We make careful studies of the 
amounts of money we are likely to 
have available for investment. We 
project the flow of these funds ap- 
proximately eighteen months ahead. 
We analyze our commitment account 
and know just about how rapidly we 
shall be called upon to pay out. We 
then follow a policy of keeping closely 
invested at all times at the best rates 
of return available to us. If at a par- 
ticular time we believe that a specific 
type of investment offers unusual 
value, we may then consider buying 
a few months ahead within the limits 


of our available funds as determined 
by the process I have just outlined. 

For example, last Fall at the MBA 
convention in Miami Beach, we ex- 
pressed a willingness to consider the 
purchase of $15 million of FHA and 
GI loans “at prices satisfactory to us,” 
for delivery this year. Within the 
next three days we had $40 million 
of loans offered to us, and we com- 
mitted on $19 million at a discount of 
$1 million. It was our belief at the 
time that at those prices FHA and GI 
loans were an attractive purchase. 
Why? In the first place, FHA and 
GI loans were then available at the 
highest yields in many years. In the 
second place, there had been a series 
of indications from June on, that fed- 
eral authorities had definitely revised 
the monetary policies which had pre- 
vailed in the early part of the year. 
These indications included official 
pronouncements, purchase of bills by 
the Federal Reserve System, and the 
reduction of rediscount rates. These 
revisions in policy seemed to us to 
indicate an avowed determination on 
the part of the Administration to 
re-establish lower interest rates with 
consequent higher security prices. Fur- 


thermore, experience indicates that 
mortgage prices tend to lag behind 
bond prices, and even though bond 
prices had risen by November, the 
historic lag of mortgage prices had 
caused them to remain at relatively 
low levels. Had the prices of FHA 
and GI loans gone lower, we still 
would have had a good buy. As 
developments since that time have 
indicated, we made a very favorable 
purchase. But if our insight had been 
as good as someone has suggested it 
was, we would have bought $40 mil- 
lion instead of $19 million. However, 
to have committed for $40 million at 
that time would have gone beyond 
our projected schedule of available 
cash. 

National Life is a loan correspond- 
ents’ company. Most of our loans are 
being serviced today by loan cor- 
respondents. It is true, however, that 
we do operate six investment branch 
offices across the country. But they 
have been instructed that if at any 
time they find themselves in compe- 
tition with a correspondent of the 
Company, the correspondent is to 
have preference in negotiation of the 
business. 
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A lot of mortgage education+a measure of vacation— 


MBA’s Third Annual 


WESTERN MORTGAGE BANKING SEMIN 


STANFORD UNIVERSITY, STANFORD, CALIFORNIA 
AUGUST 22-27, 1954 


Once again MBA offers this unique and unduplicated opportunity in mortgage education 
on the West Coast. Once again MBA organizations have the chance to give their staff 
members a full week of concentrated education in the basie principles underlying the 
mortgage lending operation as well as be brought up to date on every innovation and new 
development in the industry. Recognized authorities from the field of education and men 
who have been eminently successful in the mortgage industry will comprise the faculty 
for the Western Mortgage Banking Seminar. From these men, the students will hear every 
aspect of mortgages explained and interpreted. For the man or woman entering the mort- 
gage field, or for those who have been in it for some years, this is the opportunity to learn 
the best way every operation is handled. The Seminar experience can be used as a meas- 
uring stick for the future in almost every operation affecting the production and sale of 


mortgage loans. 


Consider carefully the many advantages of enrollment in the Western Mortgage Bank- 
ing Seminar—for yourself or for members of your staff. For your younger staff members, 
you can make no better investment in their future or in the future of your business than 
to give them this brief but concentrated training in mortgage loans. Your business will be 


the better for it. 
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I wish to enter these for registration at the MBA’s Western 
Mortgage Banking Seminar. Please send me all the data 
describing the course. 


Fill out this coupon today and 
send it to FRANK J. McCABE, 
JR., Director of Education and 
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cA Bargain for 
Your Business 


Seminar enrollment is attractive in 
many ways. Cost of the course is 
only $125 which includes tuition 
and room and board. Students will 
live in Roble Hall (lower right) and 
have their meals in the Union 
Building. 


An extra advantage of Seminar 
enrollment is its locale — Stanford 
University in Northern California, 
in the heart of one of the most ap- 
pealing parts of the country. In 
addition, the students will secure 
a measure of vacation while they 
are equipping themselves for -better 
performances in your organization. 
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HE mortgage business has under- 

gone a complete change in the 
last twenty years. It is no more the 
business today that 
it was twenty 
years ago than the 
present stream- 
lined Ford com- 
pares with the 
Model T. In the 
short span of 
twenty years, it has 
undergone revolu- 
tionary changes 
which dwarf by 
comparison all developments in our 
entire previous history. 

The Federal Government has now 
become the most dominant single fac- 
tor in the mortgage business. In ad- 
dition to the insuring and guarantee- 
ing of a substantial volume of housing 
loans each year, the terms, standards 
and general policies which prevail in 
the government fields influence and 
affect all types of mortgage lending; 
and few private mortgage operations 
are conducted today without some de- 
gree of participation in these govern- 
ment mortgage programs. 

We cannot, then, accurately predict 
where we are headed in the mortgage 
business without knowing what the 
Government is going to do. But re- 
member that we, as citizens and tax- 
payers, are the government and we 
have a real responsibility to try to 
keep the FHA a sound, constructive 
mortgage operation and not let it be- 
come a tool to influence political 
opinion or a means of directing eco- 
nomic activity in some desired man- 
ner separate and apart from the ac- 
tual housing and mortgage needs of 
the country. If that happens, if con- 
siderations other than the desire for 
a sound and stable mortgage insuring 
agency determine the course of FHA, 
then I am fearful of what position we 
shall find the Government occupying 
at the close of the second twenty years 
of its activity in the mortgage field. 





r, 


Ehney A. Camp, Jr. 


Whether our successors in our re- 
spective institutions will be able to 
say, twenty years from now, that the 
mutual savings banks and the life in- 
surance companies actively and ag- 
gressively fought for a system in which 
private lenders could continue to op- 
erate with freedom and flexibility and 
with the right to exercise individual 
judgment and discretion rests with us. 


26 THE MORTGAGE BANKER + July 1954 


I have always been a strong sup- 
porter of FHA. What better proof of 
that could I offer than that my com- 
pany closed the first FHA loan in Ala- 
bama and that 80 per cent of our 
mortgage portfolio now consists of 
FHA and VA loans? Why have we so 
heavily turned to government loans as 
the major part of our portfolio? 

In the first place, the government 
insured loan was of particular as- 
sistance to the small investor which 
did not have a far-flung organization 
of mortgage correspondents and 
travelling field appraisers. This small 
investor could use the FHA system 
and its appraisers which enabled it to 
develop a volume of business through- 
out its adjacent territory—in even the 
smallest towns — which would have 
been absolutely impossible to handle 
at a reasonable cost under the con- 
ventional system. 

The FHA loan plan has enabled 
investment funds to flow more freely 
from some sections of the country 
where they are in abundance to other 
sections where they are needed. My 
company is today lending in territories 
far removed from its home office 
which we would not have considered 
had it not been for the FHA. Usually, 
when we establish such a connection 
to acquire FHA loans, the relationship 
soon broadens to include conven- 
tional ole we have been able to 
greatly diversify our mortgage port- 
folio as to ‘location becauseyof the 
FHA system. 

Most investors have confidence in 
the appraisal systems of the FHA and 
its underwriting techniques. Most 
FHA offices are anxious to do a good 
job of appraising and underwriting; 
and the fact that the investor knows 
that certain fundamental standards 
are set up to guide the FHA in its 
operations throughout the entire na- 
tion gives him confidence in lending 
in territories where his personal 
knowledge is not as intimate as in his 
immediate territory. 

Because of the insurance feature of 
the FHA system which represents a 
pooling of risks by investors, all of us 
have been permitted to make larger 
percentage loans which means a 
greater total investment for a fixed 
number of transactions than would 
have been permitted under the usual 
state laws. 

Many executives of mortgage lend- 


Fike 


S 


ing institutions take the position that 
the FHA represents the soundest type 
of cooperation by Government with 
private industry and in a program 
which, because of its size and com- 
plexities and its nationwide adapta- 
tion, could not possibly have been 
worked out and operated by private 
lenders. 


So much for the favorable side of 
the picture. What are some of the 
problems being created for the mort- 
gage business as a whole by govern- 
mental activity in this field? 


I have been greatly disappointed to 
see the continued liberalization of the 
Government loan plans. The Con- 
gressional debate on the original act 
creating the FHA made it clear there 
was to be a sound mortgage program 
operating within the framework of 
private investors under a system of 
insurance administered by the Gov- 
ernment. Loans were originally lim- 
ited to 80 per cent of value but later 
increased to 90 per cent and then to 

5 per cent—and, in the case of VA, 
we have 100 per cent loans. The FHA 
maximum term was first set at 20 
years and then lengthened to 25 years 
and subsequently to 30 years. 


No one will argue the point that 
these liberal steps weakened the in- 
surance program because we cannot 
expect 95 per cent, 30 year loans to 
work out over a long period of years 
as satisfactorily as 80 per cent 20 year 
loans. I have the feeling that these 
liberalizing steps were based upon a 
record of negligible foreclosures but 
we must remember these government 
systems have not been put to a real 
test. 


We have been on a steadily rising 
real estate market since the first loan 
was insured in 1934, A true appraisal 
of the FHA and VA must await the 
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~Morrteace Business 


at the CROSSROADS 


No crier of alarm, or one to use a cliche merely to 

stir people up, Mr. Camp sincerely believes 

that developments of the recent past and those 

now taking shape add up to the simple fact that our 
business is at a turning point—a crossroads, so to speak. 
The trend toward greater and greater liberalization 
concerns him; and as a lender long interested in the mort- 
gage as an investment, he thinks we may be going too far. 





By EHNEY A. CAMP, JR. 


Vice President and Treasurer, Liberty National Life Insurance Company 


passage of a sufficient length of time 
to encompass both good times and 
bad; then and only then may we de- 
termine how a 95 per cent 30 year 
loan or a 100 per cent loan is going 
to fare and whether the United States 
Treasury will be called upon to ful- 
fill its guaranty. The problem could 
be particularly acute in connection 
with the large FHA rental and co- 
operative projects involving big 
amounts concentrated in single devel- 
opments and where, after foreclosure, 
prospective purchasers are limited and 
each is seeking a real bargain. 

It is somewhat paradoxical that we 
have been liberalizing the government 
loan plans during periods of extremely 
high activity and during periods 
when we were using every weapon at 
our disposal to combat inflation. We 
would now be in much better shape 
to fight any deflation if we had stuck 
with the original 80 per cent 20 year 
loan and could now give the market 
a “shot in the arm” by some liberaliz- 
ing but reasonably sound amend- 
ments. 


But we have already liberalized to 


¥ 


the point where nothing else within 
reason is possible. We are like the 
man who has taken dope so long he 
doesn’t feel the effects of the next 
shot. Is it too much to ask that when 
we are again confronted with active 
markets and rising prices that we re- 
duce the term of the loan and the 
loan percentage? This would require 
real statesmanship but it is the only 
way we could be ready to give a stim- 
ulant to the market the next time it 
is really needed. 

I am not too hopeful such states- 
manship will be forthcoming because 
we operate in a democratic society 
where economic problems are not 
fully understood by the masses of the 
voters. To my mind, the continued 
liberalization of the FHA in all pe- 
riods, in both active times and times 
not so active, has created for us a 
situation which some day may ac- 
tually threaten the financial sound- 
ness of the insurance program. 

I am also disturbed by the prevail- 
ing conception—even in our present 
administration —- that the FHA and 
VA are tools which should be used 


to stimulate our general economy, 
without regard to actual demand for 
housing and without regard to the 
laws of supply and demand as related 
to mortgage money. 

There are many people who feel 
the housing shortage has been met in 
some areas and that easy credit terms 
designed to artificially create a de- 
mand for additional housing could 
lead to an over-production which, in 
the long run, would be disastrous for 
property owners, lenders and the Gov- 
ernment. Would it not be better to 
let the government agencies remain 
in the background and respond to ac- 
tual effective demand rather than 
place these insurance programs in the 
forefront with orders to create de- 
mand at all costs? 

The prevailing attitude is reflected 
in the Housing Act of 1954 where the 
president would be given authority to 
regulate interest rates on mortgages 
and establish loan percentages and 
terms. The inference is that this 
power would be used as a tool to in- 
fluence the demand for and produc- 
tion of housing. The President’s Ad- 
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visory Committee recommended that 
interest rates on government guaran- 
teed loans be regulated with only one 
single thought in mind: to keep these 
rates competitive with other forms of 
order the 
received its fair 
One can 


investment in to be sure 


mortgage market 
share of investment funds. 
readily detect a very fundamental dif- 
ference in these two approaches. 


FNMA Not Secondary Market 


This whole concept which pervades 
so much of the current thinking—par- 
ticularly in political circles—is ex- 
emplified by FNMA. Its proponents 
argue that we need a secondary mar- 
ket just as the commercial banks have 
the Federal Reserve and the savings 
and loan associations have the Home 
Loan Banks. In both of those cases, 
the member institutions using these 
facilities do not sell loans to the facil- 
ity and then forget them. They either 
repurchase discounted paper or repay 
a loan. A truly secondary market 
function is performed in those cases 
by smoothing out the peaks and val- 
leys in the normal investment opera- 
tions of the banks and savings and 
loan associations. 


But such is not the with 
FNMA. If you are fortunate enough 
to sell it a mortgage, you wash your 
hands of it. You have no responsibil- 
ity to repurchase it. To the extent 
FNMA uses Treasury funds, money 


case 


has been created for the purpose of 
buying these mortgages which not 
only adds to the inflationary stream 
but places our government in the po- 
sition of directly competing with the 
legitimate mortgage investors of the 
country. 

To be a truly secondary facility, the 
agency must be designed to serve 
the fluctuating needs of the ultimate 
lenders. What lenders is FNMA de- 
signed to serve? The commercial 
banks and savings and loan associa- 
tions have their own secondary facili- 
ties. Life insurance companies, when 
needing such facilities, can and do 
use the commercial banks. The mu- 
tual savings banks, because of large 
holdings of cash and government 
bonds, can certainly work out their 
own temporary adjustments but, if 
they need secondary facilities, are 
eligible for membership in the Home 
Loan Bank System. 


Dumping Ground 


We must inevitably come to the 
conclusion that those who want 
FNMA want a primary market —a 
place to dump loans which fail to 
meet the tests of the market place, 
which reflects a philosophy that hous- 
ing must be kept going at a boom 
level regardless of basic market forces; 
and, because of FNMA, we have 
given up the benefits of the laws of 
supply and demand which have here- 





Make Sure of MAXIMUM Title 
Protection in Wisconsin 


e Whether lending, buying or selling, secure the 
advantages of truly comprehensive title insurance 

through policies issued by the Title Guaranty Company of Wis- 
consin. More than adequate resources, plus thorough knowledge of 
our home state, plus years of experience . . . add up to efficient service 
and utmost protection in all your Wisconsin real estate transactions. 
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tofore served so well in regulating all 
phases of our economic life. From 
now on, will FNMA supplant supply 
and demand and will it regulate the 
volume of housing and the amount of 
mortgage financing? 

We are told that FNMA is needed 
to provide mortgage funds in small 
towns throughout the country. I am 
pleased that HHFA Administrator 
Cole recognizes it is more expensive 
to negotiate, close and service a small 
volume of loans in these little towns 
and that he is solidly behind the rec- 
ommendation of the President’s Com- 
mittee that an additional service fee 
be allowed on such loans and that 
such a provision is included in the 
Housing Act of 1954. The flow of 
money responds to the net rental paid 
for its use and I predict a complete 
satisfaction of the mortgage needs of 
small communities if this service fee 


should be permitted. 


Housing-wise, there is also this 
question of the desirability of 100 
per cent loans for veterans now that 
no acute housing shortage exists and 
we are not operating under a rationed 


* * 
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and war-time economy. The purpose 
of the GI loan was not to give the 
veteran a preference but to be sure he 
was not penalized in acquiring a 
home because of the time he had 
spent in service. Do the same condi- 
tions exist today as in 1944 when the 
act was first passed and should the 
benefits of the act be granted to those 
entering the service today on exactly 
the same basis as to those who went 
to the defense of their country in time 
of active war? 


Debenture Problem Important 


There is also the problem involving 
FHA debentures which, to my mind, 
play a powerful role in the operation 
of the entire FHA mortgage system. 
The questions of interest rate and 
other details bearing on the market- 
ability of these debentures will some 
day weigh heavily on the minds of 
mortgagees if we encounter a period 
of greater than normal foreclosures. 


And there is the problem of the de- 
sirability of FHA extending its loan 
limits on single family houses, as con- 
templated by the Housing Act of 
1954, from $16,000 to $20,000 with 
corresponding increases on two-unit, 
three-unit and four-unit dwellings. 
Would it be better if what assistance 
our government can render in this 
field be confined to the lower priced 
houses and thereby spread over a 
greater number of people who need 
it most—keeping in mind that those 
who contemplate buying the more ex- 
pensive houses should be in a better 
position to pay for them? 


It has been my feeling that after 
twenty years of progression by our 


Mortgage Debt 1953 Passed $66 Billion 


The rise in mortgage debt had its 
second greatest increase last year. 
Continuing its steady rise since 1944, 
the outstanding home mortgage debt 
of the United States reached a total 
of nearly $66 billion. This covers ex- 
isting liens on one to four-family, non- 
farm houses. The expansion of $7,- 
200,000,000 in debt for 1953 was 
higher than for any previous year ex- 
cept 1950, when the rise was slightly 
more. 

Each of the major groups of lend- 
ing institutions reached a new peak 
in mortgage holdings. Savings and 
loans remained the largest holder of 


the debt, with 32 per cent of the 
total. This compares with 20 per cent 
for life companies, and 18 per cent 
for commercial banks. 

Based on reports of mortgages of 
$20,000 and less recorded in local 
communities, new home loans made 
during the year totaled $20,000,000,- 
000, 10 per cent above 1952, and an 
all-time record figure. Savings and 
loans accounted for $7,400,000,000 of 
this amount, or about 37 per cent. 
Individuals and miscellaneous lenders 
made 29 per cent of the 1953 loans, 
while commercial banks advanced 19 
per cent of the total. 


(Amounts in millions of dollars) 











Amount % of Total 

Type of Mortgagee 1953p 1952 12/31/1953 
Savings and loans................. $21,042 $17,590 32 
RREE CORIIND ES us oon ne cscs cn cwsee 13,000 11,996 20 
Mutual savings banks.............. 7,373 6,194 11 
Gommmmerctal Wamks:...............; 12,025 11,250 18 
Individuals—Misc. Lenders ........ 10,111 9,444 15 
6a eae cn ona e ews suaWawen 2,358 2,210 4 

SE seni nichivn hee nee $65,909 $58,684 100 
silent 
government in the residential mort- IN 
gage field, it was time for us to stop— 
take stock and think carefully about DETROIT 
what the next twenty years might AND 


have in store for us. The government 
loan plans have too many good quali- 
ties, have accomplished too much, 
and the mutual savings banks and the 
life insurance companies have been 
too actively identified with them for 
us to fail to give it our very best of 
thinking at this time. 
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These OPEN END 
Mortgages 


A recognized authority 
on the legal aspects 

of mortgage lending says 
lenders should have the 
records examined when 
they make future 
advances under these 


open end loans. 


By MeCUNE GILL 
President, Title Insurance 
Corporation of St. Louis 
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ANY mortgages and deeds of 

trust are now being written to 
secure not only the amount of the 
note but also any future advances of 
money made to the borrower. These 
are being referred to most frequently 
today as open end mortgages. Several 
questions arise as to these deeds of 
trust. 

Are the future advances secured by 
the deed of trust? 

Are the future advances a lien prior 
to subsequent liens when the making 
of the advances is obligatory on the 
lender? 

Are the future advances a lien prior 
to subsequent liens when the making 
of the advances is discretionary or op- 
tional with the lender? 

Is it necessary that the holder of 
the first mortgage receive actual no- 
tice of the subsequent lien or is the 
record of the subsequent lien sufficient 
to gain priority of the subsequent lien 
over the advance? 

Is it necessary for the lender to 
have his title continued to the date 
of the advance to ascertain whether 
any lien, such as a second deed of 
trust, a judgment or a mechanics’ 
lien, has been placed of record subse- 
quent to the recording of the first 
mortgage or deed of trust but before 





the date of the making of the ad- 
vance? 


Because of the fact that many of 
the questions in connection with mort- 
gages or deeds of trust securing future 
advances have not been answered by 
the local courts, it will be of interest 
to consult general texts on the subject 
based on decisions in all of the states. 


It is almost universally held that 
the future advances are secured by the 
mortgage or deed of trust, as between 
the parties to the mortgage or deed 
of trust and even though the amounts 
to be advanced and the time within 
which the advances are to be made 
are not stated in the deed of trust. 
The acceptance of such an advance 
will bind the owner of the property. 
(41 C. J. 462, 525, 59 C. J. S. 176, 
Jones on Mortgages 8th Edition, 447, 
Tiffany on Real Property 3rd Ed 1463, 
American Law of Property 16.72.) 

Most of the decisions hold that 
where the lender obligates himself to 
make the advances, he cannot refuse 
to do so even though subsequent liens 
have appeared and that such advances 
are superior to the subsequent liens, if 
the amounts of the advances to be 
made are stated in the deed of trust. 
If the amounts to be advanced are 
not stated in the deed of trust, the 








subsequent lien holder could contend 
that he had no notice as to such 
amounts. (41 C. J. 463, 526, 59 C. J. S. 
230, Jones 454, American Law Prop. 
16.75 Thompson Real Property, 4932. ) 


However, where the making of the 
future advances is discretionary or 
optional with the lender it is usually 
held that a subsequent lien appearing 
after the date of the mortgage or deed 
of trust but before the date of the 
advancement will be superior to the 
deed of trust as to such advancement, 
subject to certain requirements as to 
notice to the holder of the mortgage 
or deed of trust. (41 C. J. 526, 59 
C. J. S. 230, Jones 452 to 456, Amer- 
ican Law Prop. 16.74, Thompson 
4934.) 


A Point in Question 


There is considerable diversity of 
opinion as to whether there must be 
notice to the holder of the mortgage 
or deed of trust by the subsequent 
lien holder in order for him to obtain 
priority over the advancement and 
whether such notice must be actual 
notice, or merely notice by placing 
the subsequent lien of record. (41 C. J. 
527, 557, 59 C. J. S. 250, 251, Tiffany 
1464, Jones 452, 454, American Law 
Prop. 16.74.) 


In view of the above, the holder of 
a mortgage or deed of trust which 
provides for later discretionary or op- 
tional advances should certainly have 
the records examined before making 
such an advance in order to ascertain 
whether there are junior deeds of 
trust, judgments, mechanics liens or 
other liens of record after the date of 
his mortgage or deed of trust. In the 
event that such a subsequent lien is 
found of record the holder of the 
mortgage or deed of trust will be justi- 
fied in refusing to make the advance- 
ment, because of the doubt as to the 
priorities of the mortgage or deed of 
trust and the subsequent lien. (Jones 
456, American Law Prop. 16.74.) 


The St. Louis MBA named a com- 
mittee on open end mortgages of 
which the writer and L. L. Seeman 
acted as co-chairmen. 


We found that “lending institutions 
such as insurance companies and sav- 
ings and loan associations are gener- 
ally using the open-end or future ad- 
vances idea to increase their lending 
activities and to make their loans 
more acceptable to borrowers,” and 


recommended the use of the following 
forms: 

1. Form of Open-End Clause to 
be inserted in Deeds of Trust drawn 
in the future. 

The holder of this note shall have 
the option of making additional ad- 
vances increasing the amount due on 
said note and such future advances 
when made and the note evidencing 
such advances shall be secured by the 
lien of this deed of trust and shall 
mature and bear interest as agreed to 
by the holder of this note. 

2. Form of Agreement adding an 
Open-End Clause to an existing deed 
of trust. 

The undersigned owner of the 
property described in a deed of trust 
dated and recorded 
in the Recorder’s Office in Book 
Page and the holder of the note 
described in said deed of trust do 
hereby in consideration of mutual 
benefits agree that the holder of this 
note, shall have the option of making 
additional advances increasing the 
amount due on said note and such 
future advances when made and the 
note endorsing such advances shall be 
secured by the lien of this deed of 
trust and shall mature and bear in- 
terest as agreed to by the holder of 
this note. The property described in 
said deed of trust is as follows: (Set 
out description) . 

3. Form of Notice of Advancement 
to be recorded in Recorder's Office. 

The undersigned holder of note se- 
cured by deed of trust dated 
—____... and recorded in the Re- 
corder’s Office in Book ______ Page 
hereby gives notice that an 
advance of $ __ has been made 
and the principal amount due on said 

















note and deed of trust has been 
thereby increased as evidenced by an 
additional note executed by the owner 
of the property. The property de- 
scribed in said deed of trust is as fol- 
lows: (Set out description) . 

(Add Acknowledgments ) 


The committee recognized that if 
the advancement were made obliga- 
tory on the lender the advance would 
be superior to intermediate liens but 
the committee felt that few if any 
lenders would accept such a clause. 
The above optional clause will not 
make the advancement superior to 
intermediate encumbrances but it is 
understood that a report as to encum- 
brances can be obtained from title 
companies for a moderate fee. The 
recording of the notice of advance- 
ment will make it superior to future 
encumbrances. 





PERSONNEL 


In answering advertisements in this column. 
address letters to box number shown in care of 


Se Rate Sele ia te 
111 West Washington Street, Chicago 2, [linois. 








Southern California Office. Insurance 
Company Loan Correspondent. Needs ca- 
pable man to inspect construction loans, 
appraise, take applications. Excellent 
Growth Opportunity, Write Box 298. 


YOUNG MORTGAGE EXECUTIVE 

To be available approximately July Ist. 
Experienced in all phases mortgage under- 
writing, commercial and residential, con- 
ventional and guaranteed, sale lease, etc. 
Currently vice president large mid-west 
firm. Will move. Desires number one or 
two position insurance company or bank. 
Write Box 299. 


REAL ESTATE APPRAISER 
Chicago mortgage firm offers attractive 


position to experienced or M.A.I. ap- 
praiser. Phone: Chicago, Central 6-8270, 
Ext. 24. 
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NE of the striking recent devel- 
O opments in American life, with 
widespread economic and social impli- 
cations, has been the marked increase 
over the last two decades in the num- 
ber of individuals, as distinct from 
family groups, who are maintaining 
their own homes. 

The family is still the predominant 
home-maker in this country, as it has 
always been, and in 1953 made up 
seven out of every eight households. 
Family formation is increasing but 
there were more than 6 million pri- 
mary individuals, as they are termed, 
who headed their own households last 
year, either living alone or with per- 
sons not related to them. They were 
predominantly middle-aged or older. 

The current number of primary 
individuals living on their own is 
more than two and one-half times as 
many as in 1930, and well over half 
again as many as in 1940. These 
rates of gain are substantially greater 
than those for family groups (called 
primary families) heading their own 





A NATION OF 
Home Owners 


It isn’t news that in recent years we have seen the greatest 
growth in home ownership the country has ever experi- 
enced. But not everyone appreciates that all this wasn’t 
because of the growth of population and families, the better 
times and the ease of attaining home ownership. Today 
people who don’t head families are buying homes as never 
before. In a sense, a new market has opened. 


years, especially among the older age 
groups, has been one influence. The 
primary factor, however, has been ec- 
onomic—the broadening of job op- 
portunities with the growth of the 
economy, the general rise in income 
levels throughout the working popula- 
tion, and the spectacular rise in per- 
sonal savings and in retirement funds 
which are now distributed more 
widely among the people at large than 
ever before. 


Essentially, therefore, it is the eco- 
nomic element which has been giving 
more and more individuals, of all 
ages, the means to assert their tradi- 
tional American independence and to 
live on their own if they so desire. 


LOANS TO 


The figures show that millions have 
taken advantage of this over the last 
two decades. 

There are no conclusive figures on 
how many persons are living in whole, 
or in part, on past savings. However, 
there is little doubt that savings and 
pensions and income from life insur- 
ance policies are playing an increasing 
part in helping individuals to main- 
tain their own homes, particularly 
among the older groups. 

One indication of this is provided 
by life insurance figures. These show 
that living benefit payments to policy- 
holders in the United States exceeded 
$2.5 billion in 1953, a new record 
high and close to a billion dollars 
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households between those years. 
WEST BEND, WISCONSIN 1ENCE 


A number of factors are responsible 
for this development. The rapid rise 
in the nation’s population over recent 
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more than in 1940. These living bene- 
fits represent well over half of all life 
insurance benefit payments. It is sig- 
nificant to note, too, that life insur- 
ance annuity payments crossed the 
$400-million mark for the first time 
last year. This total is more than two 
and one-half times the 1940 figure. 


Private retirement funds have also 
grown rapidly in recent years. Ac- 
cording to the latest estimates, insured 
and non-insured plans now cover well 
over 10 million persons, and have re- 
serves of approximately $20 billion. 
Combined with social security, these 
private pension funds will provide an 
increasing number of older people 
with independent incomes as time 
goes on. 





Trend in Households 


The following table shows the 
change in the number of households, 
and in families and individuals with 
their own homes, between 1930 and 
1953 (in millions): 

All Pri- 
House- Primary mary In- 
Year holds Families dividuals 


1930 29.9 27.5 2.4 
1940 34.9 31.5 » 
1950 43.8 39.0 4.9 
1951 44.9 39.6 5.3 
1952 45.9 40.3 5.5 
1953 46.8 40.7 6.1 


% Gain 
1930-53 57% 48% 154% 
1950-53 7 4 26 


Source: Bureau of the Census. 











As for savings in general, the Fed- 
eral Home Loan Bank Board esti- 
mates that a total of $206 billion had 
been accumulated by the end of 1953 
in life insurance and other long-term 
thrift mediums alone, nearly three 
and one-half times the comparable 
figure for such savings in 1940. 

The marked increase in individuals 
maintaining their own home has had 
an important stimulating influence on 
the economy as well. It has been a 
factor in the continued high level of 
residential building since the end of 
World War II, and the size of the 
market for furnishings, radio and TV 
sets, and all the other things needed 
for a home. 

The Census Bureau has compiled 
some interesting data regarding the 
characteristics of primary individuals 
living on their own. By age groups, 
42 per cent of these 6.1 million pri- 
mary individuals in 1953 were be- 
tween 45 and 64 years old. Another 


Prices for New Houses Continue Stable 


Prices of new houses generally re- 
main on the same plane as six months 
ago and are expected to continue 
stable, NAREB says in its 57th semi- 
annual survey of the real estate mar- 
ket covering 246 communities. 

“The continued huge output of 
more than a million new houses a 
year has had the expected impact on 
existing dwellings, easing prices down- 
ward during the last six months, mak- 
ing older houses an especially attrac- 
tive buy as the war and postwar 
scarcity premium for shelter disap- 
pears in a more normal market,” the 
survey said. 

“An active residential real estate 
market is anticipated, and if financ- 
ing further improves, the volume of 
business may substantially expand.” 

Specifically, the survey showed that 
65 per cent of the communities had 
stable prices for new houses under 
$12,000, compared with six months 
ago, while 59 per cent so described 
prices for new residences of $12,000 
and over. Prices for new structures 
will remain unchanged during the 
next six months in the opinion of 72 
per cent of the reporting real estate 
boards. 

For existing single-family resi- 
dences, 69 per cent of the reports 
listed prices as reduced from those of 
six months ago in the under $12,000 


37 per cent were 65 and over, and 21 
per cent more between 20 and 45. 

The figures also show that more 
than a quarter of these primary indi- 
viduals were single, and that nearly 
three-quarters of the others were wid- 
owed. About three out of every four 
lived in urban areas. 


category, and three-fourths of the 
boards found lower price tags in the 
$12,000 and over classification. 

Lower prices have not necessarily 
been accompanied by a lessened vol- 
ume of trade. 

“The disappearance of premium 
prices, combined with availability of 
more liberal credit terms is an acti- 
vating market force, the full effect of 
which has not yet been fully felt,” 
the survey said. 

“Strength of the real estate market 
is reflected in the predictions of new 
construction of single-family struc- 
tures. Expansion of the volume is ex- 
pected by two-fifths of the real estate 
boards, while an additional two-fifths 
anticipate a continuation of construc- 
tion at current high levels during the 
second half of 1954. 

“Prices of new houses will remain 
unchanged in the opinion of 72 per 
cent of the reporters.” 

The sustained demand for rental 
housing is reflected in the general 
scarcity of vacant units. While a few 
of the cities earlier described as hav- 
ing vacancy rates of | per cent or less 
have moved upward to the 2 per cent 
classification, these two categories 
still account for more than two-thirds 
of the areas. Vacancy rates of 3 to 
5 per cent were reported for one-fifth 
of the communities, and 12 per cent 
of the boards estimated available va- 
cancies at rates in excess of 5 per 
cent. 

Residential rents have declined in 
a significant number of cities. While 
three of five returns identified them 
as the same as six months ago, 27 
per cent of the boards said they were 
lower. 
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URING May economic conditions generally took a marked turn for the better. The employ- 
ment situation, which reversed its 8-month downward movement during April, continued 
to improve—employment advanced by another 521,000, unemployment decreased by 160,000. An 
improvement in the Federal Reserve Index of Industrial Production [1] suggests that March and 


April may have marked the low point in the current cycle. 


Most observers now take the view that a fairly confident sidewise movement is likely to pre- 
vail during most of the year’s remainder, with some slight decline possible during mid and late 
summer and a stronger recovery in late fall. The steadiness in prices and department store 
sales [1] gives support to this probability. The modest stiffening of money rates [2] during the 


month also gives evidence of a stronger business situation. 


Construction expenditures during May [3] made a new record, bringing the year’s total 
distinctly above that for the same period a year ago. A revision in the official Commerce-Labor 
forecast for 1954 put the probable expenditure for 1954 at $36 billion—2 per cent above 1953, 
which had produced an all-time high in construction activity. The change was attributed mainly 


to unanticipated levels of residential, commercial, and institutional building. 


The current housing picture is mixed. The estimate of new starts in May [4], while high, 
shows a much larger drop from April than was true a year ago when tight money gave a plausible 
explanation. Residential mortgage activity [5] and [6] was strong through April. New FHA 
business [7] shows a drop both in the month-to-month and year-to-year comparisons, possibly 
reflecting current uncertainty in FHA policy. 


New VA business, on the other hand, had a better than 100 per cent lead over May of 1953. 


(1). General Business Indexes 





— 1954— —1953— First 5 Months 





May Apr. May Apr. 1954” 1953 
Industrial production® ......... 125” 123 137 136 124 135 
Wholesale prices .............. 110.9” 111.0 109.8 109.4 110.8 109.7 
Department store sales*........ 109° 110° 117 110 108 113 
Sources: Federal Reserve Board, U. S. Department of Labor. “Estimated. »Preliminary. 


*Seasonally adjusted. 


(2). Bond Yields 





—1954— —1953— First 5 Months 


May Apr. May Apr. 1954 1953 
Long-term U. S. governments: 
34%4% issue of May, 1953, 
SE eer 2.72 2.70 3.26 — 2.78 — 
ET bn. a. cecssiccceiisins 2.52 2.47 3.09 2.97 2.56 2.92 
High-grade municipals 
Standard & Poor’s)......... 2.49 2.47 2.73 2.63 2.45 2.60 
Moody’s corporates, total. ...... 3.13 3.12 3.53 3.40 3.19 3.34 
Moody’s Aaa corporates. ....... 2.88 2.85 3.34 3.23 2.92 3.16 





Seen Federal Reserve Board. 


VITAL STATISTICS f 
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'S for the Mortgage Banker 


(3). Expenditures for New Construction Put in Place 
(millions of dollars) 


—1954— 
May” Apr. 
ee a $2,090 $1,930 
Residential (nonfarm) ....... 1,064 972 
Nonresidential building ...... 493 465 
a” a 379 358 
Farm and other............. 154 135 
PR es tee biked Gaseetaateen 992 878 
po ERE a pn ee ge ne, aN $3,082 $2,808 


Source: U. S. Departments of Commerce and Labor. 


(4). Number of Nonfarm Housing Units Started 


—1954— 
May” Apr.” 
RNIN 9s we Poic sip cb acct ak 105,500 109,100 
RN oS cl ora Oe a 500 900 
<I RRS Yeaeci yt oy 106,000 110,000 


First 5 Months 


-1953— 

May Apr. 1954” 1953 
$2,013" $1,896 $9,168 $8,901 
1,012 964 4,473 4,413 
451" 427 2,387 2,173 
377° 356" 1,676 1,611 
173° 149° 632 704 
947° 891" 4,078 4,127 
$2,960" $2,787" $13,246 $13,028 

’Preliminary. ‘Revised. 


First 5 Months 


1953— 
May Apr. 1954” 1953 
105,600 107,400 446,900 451,100 
2,700 4,000 5,100 25,700 
108,300 111,400 452,000 476,800 


Source: U. S. Department of Labor. ’Preliminary; while figures are usually revised three months 
after issuance, data for 1954 will not be revised until sometime later in the year. 


(5). Recordings of Nonfarm Mortgages of $20,000 or Less 
(millions of dollars) 


—1954— 

Apr. Mar. 

Savings and loan associations.... $ 669 $ 666 
Commercial banks ............ 333 336 
Insurance companies .......... 130 124 
Mutual savings banks.......... 112 103 
Mortgage companies and others 549 555 
WO A ds sacish brates Fa wus $1,793 $1,784 


Source: Home Loan Bank Board. 


—1953— First 4 Months 

Apr. Mar. 1954 1953 
$ 642 $ 605 $2,319 $2,226 
325 316 1,205 1,189 
127 126 467 474 
102 92 384 371 
513 488 1,999 1,867 
$1,709 $1,627 $6,374 $6,127 


(6). Nonfarm Mortgage Acquisitions by Life Insurance Companies 


(millions of dollars) — 


—1954— 
Apr. Mar. 
I aN ke $403 $372 
GR eer 47 68 
MES KR TROS Ens es 86 77 
MS bite Fo ak oo ane 270 227 
ae: Tet Pr ee age 40 47 
I be So oF dea eee oes $443 $419 


First 4 Months 





—1953— 

Apr. Mar. 1954 1953 
$326 $353 $1,334 $1,277 
75 88 210 312 
27 29 266 106 
224 236 858 859 
45 50 165 171 
$371 $403 $1,499 $1,448 


Source: Institute of Life Insurance. Data include nonresidential as well as residential mortgages. 


(7). Applications to FHA for Insurance on New Construction, and 
Appraisal Requests to VA on New Construction 


(number of units) 











—1954— —1953— First 5 Months 
May Apr. May Apr. 1954 1953 
FHA applications ............. 34,715 38,866" 39,421 39,959 160,966 169,827 
Units in home mortgages. ... . 30,327 32,333" 33,204 30,252 125,730 137,261 
Units in project mortgages. .. . 4,388 6,533 6,217 9,707 35,236 32,566 
VA appraisal requests.......... 52,245 42,928 25,318 22,037 186,205 102,776 
Sources: Federal Housing Administration, Veterans Administration. ‘Revised. 
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Waar Gers Business 
AND Waar Doesn't 


Here’s the experience of one of our 1954 
Clinic groups as to how various media pay 


OU might think that with the 
p fpethen, business as active as it 
has been in recent years, most of its 
fundamental operations would be 
pretty well established and that the 
question of how best to handle any 
one of them wouldn’t arise. For in- 
stance, what type of advertising pro- 
duces the best results? How do you 


Rather 


dures, one might conclude, so maybe 


pay solicitors? basic proce- 


the answers should follow well de- 
fined patterns. 

But, the fact is they do not. As 
for the first, advertising, there are 


almost as many opinions about that 
the 
as for the second, paying solicitors, 


as there are firms in business; 
there are quite a number of different 


procedures too. So many, in fact, 
that you can’t single out one or two 
and say “these are best.” 

attending MBA’s Phoenix 
took a half day to look into 
and other under the 
general heading of How to Get Busi- 
And 
likely to become a more important 


Those 
Clinic 
these matters 


ness. since getting business is 
aspect of running a mortgage busi- 
ness in the immediate future, some 
of the ideas which the Clinic partici- 
pants brought out may well merit 
examination again. 

A moot question with mortgage 
men for a long time has been what 
is the best kind of advertising, what 
media pay best and what is merely 


wasted money. Linden L. D. Stark 
of the Anglo California National 
Bank of San Francisco may have 


been stating the thinking and busi- 
ness philosophy of thousands of mort- 
gage men when he said that “there 
is no business where you can get 
more business with less advertising 
than the mortgage business.” 

Why is that? The answer seems 
to be that it is good contacts and 
close personal relationships which 
produce the most tangible results. 
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For years the general theory of 
mortgage advertising seems to have 
been that 
>> Classified advertising is good, mort- 
gage men can use it profitably in 
many ways, that dollar for dollar it 
pays off pretty well. 
>> Display advertising is good, too— 
for institutional purposes, for keeping 
“vour name and services before the 


public.” In good will, in prestige, in 
surrounding your organization with 
an aura of influence, in these and 


other intangible respects, display is 
good Use 
it to the extent you want to attain 
But for tangible re- 
feeling has been 


but costs more of course. 


these objectives. 
sults, the 
that it doesn’t produce too much you 


general 


can put a finger on. 

2> Radio and TV are probably all 
right. Some mortgage firms have 
used them with highly satisfactory 
results. But, generally, the feeling 
has been that they are high-cost me- 
dia, that dollar for dollar the per 
inquiry cost has been excessive. 

2»? Direct mail has been used by more 
mortgage firms extensively than any 
other medium, and probably that will 
continue to be true. For one thing, 
in direct mail you use a rifle instead 
of a shot gun, you’re contacting defi- 
nite, specific prospects, not broadcast- 
ing your message to a wide uncharted 
audience such as is offered by a daily 
newspaper. But direct mail has com- 
petition too—from all the other di- 
rect mail that everyone receives. So 
it has to be good, eye-appealing, at- 
tractive and brief to get attention. 
But in mortgage advertising budgets, 
direct mail will continue to hold a 
pretty important place. 

>> Gadgets, give-aways, calendars, 
pencils, blotters, etc. Almost every 
mortgage office has used something 
of this kind in the past. Results: as 
varied as the types used. Primarily 


these are institutional efforts, to cre- 
ate good-will—and institutional ad- 
vertising is just what its name implies: 
intangible promotion. Probably it’s a 
safe assumption that most of this type 
of advertising is money well spent. 
In relation to other media, the cost 
is low. 

These have been general conclu- 
sions from past experience in the 
business; and they parallel to a great 
extent what the Phoenix Clinic group 
found: Classified advertising, fine, for 
many uses; display advertising, good 
for institutional; TV and radio, not 
recommended — unless you have a 
specific objective for which these me- 
dia are well adapted. Specialties, all 
right, in moderation. 

Why don’t we know more about 
advertising which has been such an 
important part of the success of so 
many American industries? 

R. C. Larson, executive vice presi- 
dent of the C. A. Larson Investment 
Company, Beverly Hills, Calif., prob- 
ably gave the answer most people 
would give—‘“the mortgage business is 
a personal service business.” Relating 
his experience, he said you’ve got to 
meet the builder on the job, know and 
understand every problem he faces, 
know his competition. If you accom- 
plish these things, you’re doing a good 
deal of what advertising does in other 
fields of activity. 

There are all sorts of things in the 
mortgage business one can do that 
creates a backlog of good will. For 
instance, Larson related, if you have 
to turn down an application for some 
reason or other, do so with finesse 
and good grace and then suggest an 
alternate source of funds. 

Larson spoke the views of a me- 
dium-size lender. Then the Clinic 
group heard the other side of the pic- 
ture—the experience of a large lender. 
Just where do you go after business? 
Urban K. Wilde of Coldwell, Banker 
& Company, Los Angeles, listed them 
this way: 

Realtors, subdividers, interim lend- 
ers, builders and contractors, banks, 
your other departments, and—last but 
certainly not least—your own satisfied 
clients. There’s business and plenty of 
it among the people with whom you 
have done business before. Such ideas 
as this one of Wilde’s paid off hand- 
somely: To more than 4,000 borrow- 
ers in the Los Angeles area whose 








loans they service for a life company, 
Wilde’s firm sent a letter to every one 
who had gone a year with no detin- 
quent payments. “Something must be 
wrong with giving attention only to 
the delinquents and paying little heed 
to the prompt payers,’ Wilde re- 
flected. His letter told these prompt 
payers how much their accounts were 
valued and thanked them for the 
record they had maintained. 

The response was excellent, from 
all kinds of borrowers, doctors, law- 
yers, housewives. No reply was asked 
for or indicated, yet the response was 
10 per cent. But did it bring in new 
business? Wilde says that it did, that 
a good amount of business was traced 
back to it. 

Advertising, to Donald C. Burnham 
of John Burnham & Co., San Diego, 
has merely meant—as it has to thou- 
sands of other firms—calendars, give- 
aways and things of that sort. All 
good, most people would agree, since 
they make an impression and that’s 
the whole idea in advertising. But for 
really going after business, Burnham 


told how his firm had emphasized 
builder contacts. 

“We selected areas where we wanted 
to work and then we started with the 
builders at the beginning. In fact, we 
always want to start with the builder 
before he starts. We selected six young 
men under 37 to do the contacting. 
Working as we have done, we don’t 
get a lot of applications that princi- 
pals will not want.” 

Stark related a success story from 
his own institution. His bank made a 
drive for real estate loans, publicized 
it in the bank paper and organized 
teams among employees. A lot of in- 
terest was generated and a consider- 
able volume of loans brought in. In 
a polite way it had been suggested 
that consideration of future raises 
would have some bearing on the re- 
sults which employees produced. 

Wallace Moir, Clinic 
who has gone into the possibilities of 
advertising rather extensively in his 
own business, summed up the media 
problem like this: Yes on classified, 
yes on display for its institutional 


moderator, 


value, no on TV, radio and gadgets. 
That seems to have been the general 
experience in his area, he said. 

As to how you pay your solicitors, 
Moir said the methods obviously were 
salary, salary and comunission, straight 
commissions or through exclusive 
brokers. Larson likes salary and year- 
end bonus; Wilde favors salary and 
bonus; and Stark said most banks use 
salaried solicitors. Moir said the mort- 
gage business will hear more and 
more of the profit sharing plan which 
his own firm first used years ago. 

But whatever you use to stimulate 
business, you had better remember 
that—in the mortgage industry cer- 
tainly—there is no substitute for hard 
These promotional aids all 
have some advantage, more 
than others as the panel group agreed, 
but it’s the personal contact, putting 
forth some aggressive effort, that 
brings in the volume. To get business, 
you “have to keep pounding the 
pavements” one panel member said. 
Maybe that is the hallmark of the 


loan business. 


work. 
some 
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GSoVERNMENT SPENDING 
FROM THE BEGINNING 


Once upon a time the federal government 
ran a surplus for 28 consecutive years 


GRAPHIC picture of the gradual 
A emergence of the United States 


as the world’s leading democratic 
power, and the staggering price of 
defending our liberties and helping 
other free people defend theirs, are 
provided by a study of the govern- 
ment’s accounts from the beginning of 
the Republic to date. 


Figures of the treasury department 
that federal 
penditures since the start of the nation 
in 1789 are rapidly approaching the 
trillion-dollar mark. The total spend- 
ing figure for the 165 years through 
the 1953 fiscal year, which ended last 
June, aggregated $888 billion. Here is 
where this money went, according to 


show accumulated ex- 


the Treasury: 
>> Military expenditures 
military aid to our allies) 


including 
-~$506 bil- 
lion, or 57 per cent of the total. 

>> Interest on the public debt—$76 
billion, or 9 per cent. 


>> All other Federal expenditures 
$306 billion, or 34 per cent. 


All but a relatively small fraction 
of these tremendous 
curred in the last decade and a half 
as the result of American leadership 
in the fight against totalitarianism. 


costs were in- 


Federal expenditures for the decade 
of the Forties and the 1950-53 fiscal 
added together amounted to 
$730 billion in all, or 82 per cent of 
all government outlays in the 1789- 
1953 period. Of this total, military 
expenditures came to $457 billion, or 
63 per cent; interest on the public 
debt added up to $55 billion, or 7 per 
cent; and all other government ex- 
penditures aggregated $217 billion, or 
30 per cent. 


years 


Thus the cost of freedom has come 
high, and probably will continue so. 
National security expenditures (in- 
cluding foreign military assistance and 
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atomic energy) for the current fiscal 
year, for example, are in the neighbor- 
hood of $50 billion, and will continue 
high for the foreseeable future. The 
Administration in its efforts to balance 
the budget has made substantial re- 
ductions in overall federal spending 
from previously projected levels and 
provided some needed tax reductions 
at the same time, but its problems 
have been complicated by the latest 
Far Eastern developments. 


The federal government has also 
collected an enormous sum in rev- 
enues in the 1789-1953 period, with 
the tax burden on the people and the 
economy becoming progressively heav- 
ier in recent years. Net budget re- 
ceipts in the 165 years since 1789 
added up to $627 billion, of which 
around $510 billion, or more than 80 


per cent, were collected in the 1940- 
53 period alone. This total, however, 
has fallen far short of expenditures, 
and the current public debt is around 
$270 billion as a result. The pre- 
dominant cause of both deficits and 
debt has been war, both “hot” and 
“cold.” 

By far the biggest single source of 
government revenue has been the in- 
come tax on individuals and corpora- 
tions. In the four decades of its 
existence since the adoption of the 
16th Amendment, the income tax has 
produced $440 billion of federal rev- 
enues through the 1953 fiscal year, or 
more than two-thirds of all net gov- 
ernment budget receipts for the 1789- 
1953 period as a whole. 


In the earlier history of the coun- 
try, wartime periods were followed by 
comparatively lengthy periods of 
peace, in contrast with the present 
“cold” war situation, and this facili- 
tated balanced federal budgets and 
extensive debt reduction. Two decades 
after the War of 1812, for example, 
the government was actually debt-free 
for a brief period. Again, after the 
War Between the States, the govern- 
ment ran a surplus for 28 successive 
years, the longest period of balanced 
budgets in the nation’s history. This 
was accompanied by a steady program 
of debt reduction which by 1893 


THE FEDERAL GOVERNMENT'S REVENUE 


AND SPENDING DOLLARS, 1789-1953 
THE REVENUE DOLLAR 


Income and profits taxes 70¢ 


$ 440 billions 






All other 
revenues 30¢ 
($187 billions) 


interest on public debt 9¢ 


($76 billions) -———— 





SOURCE: U. S. Treasury Dept. 














Principal elements as proportions 
of accumulated totals. 


THE SPENDING DOLLAR 


Military 57¢ 
$506 billions 


Allother 34¢ 
($306 billions) 








Prepared by Institute of Life Insurance 





brought the public debt down two- 
thirds from its peak in the 1860s. A 
rapid growth of the population and 
the economy in this period was a help- 
ful factor toward these results. 

There was a repetition of this de- 
velopment after World War I. The 
Twenties were a period of consistent 
annual budget surpluses despite tax 
cuts, and the public debt was reduced 
by more than a third from its wartime 
peak by the end of the decade. Again 
economic expansion in the period was 
an important contributing influence. 





U. S. Spending Record 


The following table gives the record 
of the Federal Government's expendi- 
tures and its principal components (in 
billions of dollars), from the beginning 
of the Republic through the 1953 fiscal 
year: 

Interest All 


Period Military on Debt Other Total 
1789-1849 $06 $0.2 $03 $1.1 
1850-99 6.3 2.8 58 149 
1900-09 2.4 0.3 3.0 5.7 
1910-19 20.1 10 i7h SW 
1920-29 10.1 8.9 178 368 
1930-39 9.9 7.6 44.2 61.7 
1940-49 334.7 31.7 137.8 504.2 
1950-53 122.3 23.7 79.6 225.6 
Grand 

Total $506.4 $76.2 $305.6 $888.2 
1940-53 : 

Total $457.0 $55.4 $217.4 $729.8 
Source: U. S. Treasury Department. 











The figures show, however, that 
military expenditures always fell 
sharply after past wars. These outlays 
in the Twenties, for example, repre- 
sented little more than a quarter of 
all government spending for the pe- 
riod, or about half the rate in the 


INVEST 


previous decade. This time the situ- 
ation is different. Right now defense 
costs, including military assistance 
abroad, are running around two-thirds 
of the entire Federal budget. That is 
why in this period of crisis the govern- 
ment must watch every dollar of its 
spending, and economize wherever 
possible, if a further rise in the tax 
burden is to be avoided. 


>> COMMERCIAL RATES: Loans 
on commercial property in prime lo- 
cations are obtainable generally at 
rates ranging from 41% to 5 per cent 
and in ample or moderate amounts, 
a national NAREB mortgage council 
survey shows. 

The council based its findings on a 
poll in which 500 members through- 
out the country took part. The fig- 
ures on mortgage money for com- 
mercial properties are contained in a 
second section of the council’s re- 
port. The first section dealt with 
residential mortgage loans. 

The commercial property study 
showed generally that loans are 
cheapest for those properties in 
“prime locations” and rented to or- 
ganizations having national credit 
standing. In such cases, 11 per cent 
of the members reporting found pre- 
vailing interest rates were less than 
4% per cent; 30 per cent found 4% 
per cent interest; 9 per cent found 
434 per cent interest; and 28 per 
cent reported 5 per cent money. 
There were scattered reports of over 


5 per cent and other fractional rates 
around this figure. 

Rates, however, are slightly higher 
for loans on properties in “prime 
locations,” but which are leased to 
local tenants not having national 
credit standing. In these cases, 47 
per cent of the reporting members 
found 5 per cent interest was the 
prevailing rate, while 18 per cent 
reported less-than-5-per-cent rates. 
Nineteen per cent of the reports 
showed 6 per cent rates for such 
properties. 

The cost of loans on properties in 
“secondary locations” was generally 
greater than that found for “prime 
location”’ properties. 

In the case of “national credit 
lease” properties in “secondary loca- 
tions,” 44 per cent of the reporting 
council members said they found 5 
per cent money prevailed in their 
communities, and 22 per cent found 
rates over 5 per cent. A total of 20 
per cent found prevailing rates were 
less than 5 per cent. 

In the case of “local lease” prop- 
erties, 30 per cent reported dom- 
inance of 5 per cent loans; 10 per 
cent, 5Y% per cent; 39 per cent, 6 
per cent; and the balance was scat- 
tered around these figures. 

Availability of mortgage loans also 
depended on the type of credit stand- 
ing of the renting organization and 
quality of location. Generally, mem- 
bers found money most available for 
“national credit lease” properties in 
“prime locations.” 
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Farm Loan Field Presents Picture 
of Stability and Promise Today 


N THESE days of recession talk 
| and economic trouble in this in- 
dustry and that, a bright spot can 
be found in—of all places—agricul- 
ture. Probably no politician now 
concerned with getting the new farm 
bill through congress would admit 
that; certainly not all farmers would 
agree. But the facts, debt-wise any- 
way, are plain for all to see. The 
ratio of mortgage debt to land values 
is remarkably low. Farmers have 
been conservative in their financial 
house-keeping and now, whatever 
comes in the way of adverse eco- 
nomic weather, the country won't 
see another farm debacle as it saw 
“last time.” 

This conclusion is based upon 
some listening at the recent meeting 
of the National Agricultural Credit 
Committee organized several years 


ago to meet regularly and study 


credit trends in the farm economy 
and, where possible, advise and coun- 
sel regarding them. MBA has always 
been represented at the meetings, 
first by the late S. M. Waters of 
Minneapolis who had a deep interest 
in the farm mortgage field although 
his business was principally city loans. 
In more recent years R. O. Deming, 
Jr., former MBA president, whose 
firm has had long experience in farm 
lending, has represented the Associa- 
tion. Other committee members are 
officials from the Farm Credit Ad- 
ministration, the Federal Land 
Banks, the Department of Agricul- 
ture and other government agencies 
interested in farm lending, practic- 
ally all the life insurance companies 
making farm loans (and that in- 
cludes the larger ones), banks, the 
American Farm Bureau Federation, 
ABA and other organizations inter- 
ested in the farm loan field. 
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To break down this generally fa- 
vorable impression further: 
>> Farming is an industry in a 
strong financial condition Glenn 
Rogers of Metropolitan Life said 
that all you have to do to convince 
yourself of that is look at the figures 
and the more detailed figures on 
farm mortgage debt appear a little 
later on). 
>> Foreclosures are few and farmers 
are keeping up their mortgage pay- 
ments. No distress, no crisis of any 
kind here. 
>> The non real estate farm debt 
about which, not too long ago, many 
were expressing considerable concern, 
is declining. It’s $7 billion now 
against $7.6 billion a year earlier, a 
9 per cent decline in 1953. 
>> Crop prospects are excellent— 
all except in the drought area. Going 
around the Committee table, mem- 
ber after member had a hard time 
finding the right words to fully ex- 
press just how good conditions looked 
in his part of the country. 

All in all, it looks like a pretty 
promising picture. 

Norman Wall, the last word in 
farm credit statistics, told the group 
that the farm mortgage debt will 
continue to increase this year, as it 
has for several years, but that farm 
land values will show some decline. 
There isn’t much chance of an in- 
crease in values, he said. But farmers 
have been careful in recent years, 
haven’t gotten in over their heads 
in any department and, significantly, 
we have had a tremendous improve- 
ment in farm buildings in recent 
years—a development not everyone 
has noticed. 

Now about farm mortgage lending, 
terms, rates, etc., to listen to the 


farm men you get the idea that the 
competition here is not exactly easy. 
A Tennessee banker, C. W. Bailey, 
who once headed ABA, said “lenders 
on farms in my area are starving. 


The farmers just aren’t borrowing.” 


But it’s not that way everywhere. 
Farm loans are being made every 
day by the wisest and most careful 
lenders in the country—but they are 
finding that they have to have a 
good proposition to offer. 

The representative of one of the 
largest life companies in the country 
put it this way: 

“Rates have been stabilized with 
us at around 4% per cent with 4 
per cent available in limited areas— 
4% per cent with | per cent com- 
mission. The average rate on all of 
our loans is 4.7 per cent. Delin- 
quency ratio is only one half of one 
per cent and we’ve had no fore- 
closures.” 

Mr. Rogers of 
echoed these views. 


Metropolitan 


“The general easing in the money 
market is exerting some pressure but 
rates are holding rather stable. There 
are no defaults.” 

Other life company men chimed 
in to reiterate the generally favorable 
experience which lenders who make 
farm loans are having with them. 
It made one wonder why all insti- 
tutional lenders aren’t making farm 
loans! 

Another said there had been some 
rate softening because of easier 
money conditions, especially in the 
Middle West and particularly during 
recent weeks. “Our volume is off 
some, pay-offs are heavy but collec- 
tions are good,” he said. 

Now to examine two specific as- 
pects of the farm lending field, via 
the latest official statistics made 
available at the meeting, both com- 
piled by the agricultural research 
service of the department of agricul- 
ture: 


Farm Mortgage Debt Again Rose in 
1953 for Eighth Consecutive Year 


OTAL farm mortgage debt on 
Tac. 1, 1954 is estimated at 
$7,660 million, the highest since Jan- 
uary 1, 1934, but about 29 per cent 
below the peak of $10,786 million 
in 1923. This was the eighth con- 
secutive year in which farm mort- 
gage debt increased; at the end of 
the year it was about 7 per cent 
above a year earlier. 

Increases in farm mortgage debt 
during 1953 are associated with sev- 
eral factors. Although farm trans- 
fers during 1953 were below those of 
a year earlier, the proportion of farm 
sales financed by credit increased 
during the year, and credit repre- 
sented a larger proportion of the 
selling price than in other recent 
years. Principal repayments during 
1953 were probably below those of a 
year earlier. In addition, refinancing 
of non-real estate debt with real es- 
tate mortgages apparently increased 
somewhat. More than 14 per cent of 
the loan proceeds of limited samples 
of Federal land bank loans closed in 
1953 were for the purpose of refi- 
nancing non-real estate debt com- 
pared with 12 per cent a year earlier. 

All active lenders increased their 
farm mortgage holdings during 1953. 
The increase for life insurance com- 
panies and Federal land banks was 
11 and 9 per cent, respectively, 
whereas the increase for the Farmers 
Home Administration was 4 per cent, 
for all operating banks 2 per cent, 
and for individuals and miscellaneous 
lenders 7 per cent. 

The proportions of total farm 
mortgage debt held by life insurance 
companies and Federal land banks 
at the end of 1953 were above those 
of a year earlier, although the per- 
centages held by all other lenders 
were lower than at the beginning of 
1953. 

During 1953, farm mortgage debt 
increased in all States and regions. 
On a regional basis, the Mountain 
States showed the highest rate of 
increase during the year, with 12 
per cent, and the West North Central 
States the lowest rate, with 4 per 
cent. For Federal land banks, in- 
creases during 1953 were reported in 


47 States, and life insurance com- 
panies reported increases in 44 States. 
The Farmers Home Administration 
reported decreases during 1953 in 9 
States, and all operating banks had 
decreases in 10 states. 

The increase in farm mortgage 
holdings of life insurance companies 
represented about 36 per cent of the 
total increase during 1953, that of 
individuals and miscellaneous lenders 
about 39 per cent, Federal land 
banks 19 per cent, and all operating 
banks 5 per cent. 

Reports from the Farm Credit Ad- 
ministration indicate that the dollar 
amount of farm mortgage recordings 
in 1953 was about 4 per cent above 
1952. Increases of about 14 per cent 
each for Federal land banks and life 
insurance companies, and an increase 
of about 10 per cent for miscellane- 
ous lenders more than offset a 5 per 
cent decline for individual lenders. 
Essentially no change was reported 
for commercial and savings banks. 


Farm Mortgage Rate 
Rise Also Checked 


HE upward pressure on farm 

mortgage interest rates and the 
gradual tightening in the supply of 
available credit that prevailed from 
early 1951 through the spring of 
1953 was largely checked by several 
developments in central money mar- 
kets which started about mid-1953. 
Up to that time, interest rates on 


government securities and corporate 
bonds had been rising because of the 
strong demands for funds for busi- 
ness expansion and inventory accu- 
mulation and because of the fiscal 
and credit policies of the Treasury 
and Federal Reserve System. Many 
banks and institutional lenders in the 
farm mortgage field raised their in- 
terest rates, usually by one-half of | 
per cent, during this period. 

Although steps were taken by the 
Federal Reserve System to increase 
the supply of loanable funds to meet 
the seasonal increase in the demand 
for funds expected for the fall of 
1953, this demand did not material- 
ize. Instead, contractions occurred in 
many segments of the economy and 
the demand for funds fell sharply. 
Within a few months, the reserve 
position of many commercial banks 
eased materially, and interest rates 
on government bonds and corporate 
securities turned downward. This 
trend continued into early 1954 and 
prices of most government bonds are 
again near or above par. In fact, 
yields on several types of govern- 
ment securities have now declined to 
the early 1953 level, and some are 
the lowest since 1949. This situation 
means that such investments can 
again be liquidated without capital 
loss, as was the case before 1951, 
and the funds made avaliable for 
higher yielding investments, includ- 
ing farm mortgages. 


Although these developments in 
central money markets are not likely 
to be reflected immediately, nor to 
the full extent, in the farm mortgage 
field, it seems likely that they will 
lead to some easing in availability of 


(Continued on page 48) 


Choice Loans Available 


We need additional investors for 


CHARLOTTE, NORTH CAROLINA 


the Queen City of the South and the business and 


geographical center of the Carolinas 


BOOTH REALTY MORTGAGE CO. 
specialists in originating and servicing high grade 
conventional loans at 4% %-5%-5 Vo Yo-6% 


116 S. Church St. 





Charlotte, N. C. 
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Ite Chicago “/his Year 


In its 41st year of getting together for annual meetings, MBA comes back to 
Chicago where more MBA Conventions have been held than in any other 
place. It’s September 27 to 30, a nice time in Chicago, with an anticipated 
larger attendance than ever before, practically everyone housed in one hotel, 
and an excellent program with plenty of time for other activities. Let this 
be a reminder that it is only three months away so better make plans now. 
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IN CHICAGO you can 
find as many interest- 
ing things to do and 
see as in any MBA 


Convention city you 
have visited. 
ECAUSE of Chicago’s central 


location, MBA Convention at- 
tendance here always beats that of 
any other city. 1954 will set a new 
record. When you attend MBA’s 4st 
meeting you'll be one of about 3,000 
likely to be there. But the Conrad 
Hilton Hotel is so large that it will 
absorb practically all of them, thus 
this year our meeting has the advan- 
tage which so many prize so highly 

everyone being together. 

The Convention is only about three 
months away. Some time ago mem- 
bers were asked to make their hotel 
reservations and a majority have. But 
have you? Next is your advance reg- 
istration and you'll be getting the 
forms for that at about the time you 
receive this. Better see that it is 
taken care of now so that your name 
will show up in the advance registra- 
tion distributed before Convention 
opening. Then there are the 


>> PROGRAM: The Committee is 


putting the final touches to it now 





and you’re assured of a worthwhile 
and interesting four days of discus- 
sion and talks pertinent to the times 
and circumstances within our indus- 
try. Present plan is to limit the ses- 
sions to one a day to give you plenty 
of time to see others at the Conven- 
tion and for some sightseeing—there’s 
a lot to it in Chicago you probably 
haven’t done and September is the 
time for it. There will be some pro- 
gram innovations—YMAC will have 
one. 


>> SEEING CHICAGO: Maybe 
you’re one of those people who think 
of Chicago as a place you’ve been so 
many times before that there isn’t 
much if anything to do that you 
haven’t already done. But is it? Have 
you seen what Chicago has been 
doing in slum clearance—its progress 
will equal that of any city and sur- 
passes most of them. Have you seen 
the amazing apartment projects built 
in recent years, the more recent com- 
mercial structures? 





Have you seen the Adler Plane- 
tarium, where the stars are brought 
to earth, or the world-famous Shedd 
Aquarium where 132 glass tanks 
house the fish of the world? 


Do you enjoy museums or art ex- 
hibits? Then by all means see the 
Art Institute, with its unequalled col- 
lection of old and modern masters; 
the Natural History Museum, one of 
the four greatest in the world, the 
spectacular Museum of Science and 
Industry, with its coal mine and Col- 
leen Moore doll house, or the Chi- 
cago Historical Society’s noted dio- 
ramas of the life of Lincoln. 


Like outdoor beauty? Chicago has 
168 parks with 205 miles of drives 
and boulevards; 28 of those miles 
along scenic Lake Michigan. 


Chicago’s eating spots are among 
the world’s finest, its shopping centers 
inferior to none. There will be big 
league baseball while you are here 
and top shows to see. 


IN CHICAGO this 
year your Convention 
comes during Septem- 
ber, a pleasant month 
for inspecting the at- 
tractions of the second 
city of the country. 
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Other MBAs 





Says the Life Insurance Industry 
Proposal Is the Best Yet Offered 


The recommendations of the life 
insurance industry to establish a Na- 
tional Voluntary Mortgage Credit Ex- 
tension Committee which would pro- 
vide mortgage funds in remote areas 
is one of the best proposals yet pre- 
sented to congress, MBA President 
W. A. Clarke told members of the 
Metropolitan Washington, D. C. 
MBA. It was the first meeting for this 
newly-organized association at which 
an outside speaker has appeared. 

The National Voluntary Mortgage 
Credit Extension Committee would 
be under the chairmanship of the 





Mr. Clarke stated there were indi- 
cations that the money market would 
get easier as the year went by, but he 
cautioned everyone to watch the ac- 
tivities of the Federal Reserve Board 
and further warned that mortgages 
would be attractive as investments 
and funds would be available only for 
as long a time as yields were attrac- 
tive enough to entice the companies 
to sell bonds and buy mortgage loans. 

He discussed “the fuss over FHA” 
and said that the FHA was a great 
institution and that although he was 
sure there had been some wrong- 


At the Washington MBA meeting: Left to right, George W. DeFranceaux, FHA Com- 
missioner Norman Mason, HHFA Administrator Albert M. Cole, MBA President W. A. 
Clarke and T. B. King, deputy loan administrator, loan guaranty. 


HHFA Administrator and consist of 
the chairman of the Federal Reserve 
Board and fourteen persons to be ap- 
pointed by the HHFA Administrator 
representing each type of financing 
institution, the builders, and the real 
estate boards. Mr. Clarke said that in 
his opinion this was one of the best 
recommendations to come before Con- 
gress in some time and he felt that 
as it has been passed by both the 
House and Senate, it would be put 
into effect, thereby greatly helping 
the financing of minority housing and 
housing in remote areas. He urged 
mortgage bankers not to overlook the 
making of loans in these categories as 
he felt the Committee would work 
very well in handling such loans and 
greatly relieve any pressure for con- 
tinuing the Federal National Mort- 
gage Association indefinitely. 
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doing, he thought the best thing to 
do was to play down the wrong-doing 
and keep the headlines out of the 
papers and instill confidence in the 
minds of the public as to the agency. 
He said the appropriate government 
departments should investigate and 
take proper measures to clear up the 
situation with as little fan-fare as 
possible. 

The meeting was arranged by Hor- 
ace Talley, Chairman of the Program 
Committee. George W. DeFranceaux, 
president of the local association, pre- 
sided. Among the guests were Albert 
M. Cole, HHFA Administrator; Nor- 
man P. Mason, the new FHA Com- 
missioner; T. B. King, assistant dep- 
uty administrator (loan Guaranty) 
VA; Thomas C. Barringer, director, 
D. C. FHA Insuring Office; F. C. 
Hasselbring, loan guaranty officer, 


Albert Berkeley Is 
New York MBA Head 


Albert E. Berkeley, vice president, 
Berkeley-Steiner, Inc., has been elected 
president of the New York MBA and 
William C. Batchelder, vice president 
and treasurer of The United States 
Life Insurance Company, was elected 
vice president. Eugene J. McCarthy, 
J. I. Kislak Mortgage Corp., was 
named treasurer and Joseph P. Far- 
ley, assistant vice president, Title 
Guarantee and Trust Company was 
elected secretary. 

Elected to the board of governors 
were H. A. Darius, president, United 
Title & Mortgage Guarantee Co. and 
Murray L. Spies, president, M. L. 
Spies & Associates, Inc. 


R. B. Roberts Is New 
Miami MBA President 


R. B. Roberts, ITI, vice president of 
The Keyes Company and head of its 
mortgage loan department, has been 
elected president of the Greater 
Miami MBA. 

Other officers are Henry E. Wolff, 
vice president, Henry R. Wolff Co., 
vice president; and James S. Billings, 
Dade-Commonwealth Title Insurance 
Company, secretary-treasurer. 

New directors are Frank E. Den- 
ton, vice president, American Title 
and Insurance Company; Lon Worth 
Crow, Jr., executive vice president, 
Lon Worth Crow Company; and 
William L. Randol, treasurer, Na- 
tional Title Insurance Company. 


Detroit MBA has scheduled its an- 
nual golf outing June 16 at Lochmoor 
Country Club. At Detroit’s most re- 
cent meeting, Homer Wells and _ his 
Program Committee sponsored Charles 
A. Blessing, director of City Planning, 
speaking on the Detroit Civic Center 
and City-wide Improvement Plan. 


VA; Samuel E. Neel, MBA General 
Counsel; Thomas Phillips, president, 
Washington Real Estate Board ; Clyde 
Verkerke, president, Home Builders 
Association of Metropolitan Washing- 
ton and Harry Merrick, president, 
Washington Board of Trade. 
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Philadelphia MBA Has 


A Servicing Seminar 
Philadelphia MBA held its first 


Servicing Seminar, an innovation for 
this chapter. More than 170 em- 
ployees from thirty-three MBA mem- 
ber offices attended, as well as repre- 
sentatives from FHA, VA and FNMA. 
It was a one day session devoted ex- 
clusively to servicing problems. 

As an indication of how the pro- 
gram committee visualized the impor- 
tant servicing problems, its program 
was broken down into five general 
subjects. 

Escrow, moderated by Victor H. 
Schlesinger, Eastern Mortgage Serv- 
ice Company. Speakers were Jules 
Korson, Peoples Bond and Mortgage 
Company; James G. Murphy and 
Raymond M. McGinley, Eastern 
Mortgage Service Company. 

Auditing, moderated by A. A. John- 
son, Colonial Mortgage Service Com- 
pany. Speakers were G. T. Huddles- 
ton, Philadelphia Saving Fund Society 
and Joseph C. Hudson, Main and 
Company. 

Warehousing and Interim Financ- 
ing, also moderated by Mr. Johnson, 
with Samuel J. Banks, Jr.. W. A. 
Clarke Mortgage Company, the 
speaker. 

Fire Insurance, moderated by Wil- 
liam E. Caveny, Jr., W. A. Clarke 
Mortgage Company, with subjects 
and speakers: Policy Coverage by 
L. S. Larsen, Fireman’s Fund Insur- 
ance Company; Rights of Mortgagee 
by George Houseman, Pacific Na- 
tional Fire Insurance Company; and 
Broker- Mortgagee Relationship by 
Robert E. Synnestvedt, president, In- 
surance Agents and Brokers Associa- 
tion of Philadelphia and Suburbs. 

Delinquencies, moderated by Wil- 
liam Leary, Central Mortgage 
Company, with speakers Louis Lavin, 
Philadelphia Saving Fund Society and 
John F. Moross, Central Mortgage 
Company. 

Philadelphia found the Servicing 
Seminar a_ successful venture and 
plans to do it again. 


What’s new in your local Associa- 
tion? See that a publicity committee 
is appointed to get the news regularly 
to The Mortgage Banker. 


Milwaukee MBA and Builders Join 
to Appraise Lending Conditions 


Milwaukee MBA members got to- 
gether with the builders of their city 
for their annual clinic. General con- 
clusions reached in the day-long dis- 
cussions were: 
>> Both lenders and builders are 
happy about the home building pic- 
ture for this year, at least. 
>> There is going to be plenty of 
money available. 
>> That doesn’t mean _ necessarily 
that just anybody can get a big home 
loan, however. 
>> The lenders are still inclined to 
take good “second looks” before agree- 
ing to take a mortgage, particularly 


value for a maximum of 20 years for 
a conventional type mortgage. 
Gordon S. Stark, president of the 
G. S. Stark Co., called for more lib- 
eral terms in considering a borrower. 
“I think we should loan them the 
money if they are truck drivers or 
clerks,” he said. “We should do it for 
social and economic reasons, too. 
“The simple fact is that if we don’t 
lower our requirements, we’re going 
to have to raise their wages. These 
fellows are going to need houses. The 
politicians are going to find that out, 
if they don’t realize it already.” 
Longer mortgages, which mean 





At the Milwaukee MBA-Builder Clinic: Left to right, Warren Stringer, MBA board 
member, of Dunn & Stringer; G. J. Dreyer; Elmer H. Grootemaat of A. L. Grootemaat 
& Sons; Sterling Albert of Mortgage Investment Co.; and William Bunge of Amortized 
Mortgages, Inc. (Photo from The Milwaukee Journal.) 


on borderline cases. 

»> The builders would appreciate a 
little “looser” attitude on the part of 
the lenders and a good deal “looser” 
attitude on the part of federal officials 
—particularly the veterans’ adminis- 
tration men — handling governmental 
financing assistance for home buying 
purposes. 

The speakers emphasized the abun- 
dance of money for home lending. 
They also talked of easing “terms” 
— increasing willingness to approve 
mortgages for more years and, in some 
instances, lower interest rates and 
smaller down payments. 

Karl Maier, Jr., manager of resi- 
dence loans for Northwestern Mutual 
Life Insurance Company, reported 
that his firm was willing to make a 
home !oan of 60 per cent of appraised 


smaller monthly payments, were dis- 
cussed by William Bunge, president of 
Amortized Mortgages, Inc. 


“The longer term is extending all 
through the mortgage picture,” he 
said, “but it varies greatly from area 
to area, location to location and com- 
pany to company. 

“National banks like a 10 year 
mortgage, but they’ll take 20 year pay- 
ments. Remember, however, that you 
don’t get something for nothing. The 
longer the term of the mortgage, the 
thinner the deal—and then, the more 
does the matter of discount enter the 
picture.” 

Lenders are helping builders in 
their interim financing, too. Warren 
Stringer, president of the Milwaukee 
MBA, spoke on this subject. 


THE MORTGAGE BANKER * July 1954 45 














Texas MBA Members Get Together for the 38th 
Time and It’s Bigger and Better Than Ever 


>> SWANTNER HEAD MAN: It hap- 
pens every year, one administration bows 
out and another takes over. New officers of 
Texas MBA are (above, left) John F. 
Austin, Jr., T. J. Bettes Co., Houston, vice 
president; G. R. Swantner, The Swantner 
Investment Co., Corpus Christi, president; 
J. W. Jones, Jones-West Mortgage Co., 
Dallas, retiring president; and J. DuVal 
West, Jones-West Mortgage Co., Dallas, 
re-elected secretary-treasurer. 


>> LAY THAT PISTOL DOWN: Sher- 
iff Owen Kilday of San Antonio wanted 
some expert assistants to help keep law 
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and order—and knew where to get them. 
He named these deputy sheriffs to his 
staff (above, right) Neal J. Hardy, Dep- 
uty HHFA Administrator, Washington, 
D. C.; R. G. Hughes, president, National 
Association of Home Builders, Pampa, 
Texas: Samuel E. Neel, MBA general 


counsel. 


>> THE BEST: They couldn’t have done 
it to a better guy. This year the annual 
J. E. Foster Award, presented each year 
to the Texas member deemed to have 
contributed most to the industry and the 


EXAS is outstanding for many 
things, as any Texan will tell 
you if you will only take the time 
to listen. Ditto for the Texas MBA 
-largest local mortgage group in 
the country and sponsor of the 
largest mortgage get-together outside 
MBA’s meetings. This year more 
than 600 Texas members and others 
from all sections of the country jour- 
neyed to historic San Antonio for 
their 38th annual Convention. 
The program accent was on in- 


progress, was given to J. 
DuVal West. DuVal, long-time secretary, 
has worked tirelessly for Texas MBA. 
That’s his helper with him, Mrs. West, 
receiving the award from John F. Austin, 
Jr. (below left). 


>> BIG GAME: Being named deputy 
sheriff is fine but MBA President William 
A. Clarke was out for bigger game. R. L. 
Lester, Acting Mayor of San Antonio, 
(below right) officially appointed him 
Honorary Mayor of the City and gave 
Mrs. Clarke a plate. Both seem pleased. 


Association’s 





vestors and during the two days 
members heard the mortgage view- 
points of such lenders as Deane C. 
Davis of National Life, Norman C. 
Carpenter of Metropolitan Life, 


George T. Conklin, Jr., of Guardian 
Life and J. Hamilton Cheston of the 
Philadelphia Savings Fund Society 
and president, National Association 
of Mutual Savings Banks. Consensus 
of what they said could be recounted 
briefly this way: more money for 






>> THE SERIOUS SIDE: While the en- 
tertainment at a Texas MBA annual 
meeting is conspicuous for its excellence, 
the serious side of the Convention is note- 
worthy too. Always a well attended con- 
vention, this year’s meeting presented an 
outstanding program geared to the times. 


>> OFFICERS’ NIGHT: Every year one 
of the largest events on the Texas MBA 
social calendar is the dinner dance honor- 
ing officers and directors. This year’s was 
at Seven Oaks Country Club with music 
by the Henry King Orchestra and a show 


mortgages, much more, but investors 
are still going to be selective. 

The top government team was 
there—the new FHA Commissioner 
Norman P. Mason making his initial 
appearance at a large mortgage meet- 
ing, HHFA Deputy Administrator 
Neal J. Hardy, T. B. King of the 
VA, MBA General Counsel Samuel 
E. Neel with NAHB President R. G. 
Hughes of Pampa, Texas, there for 
the home builders. Consensus here 
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by famed Los Chavales de Espana (The 
Kids from Spain). 

>> HOLLYDAY IN TEXAS: Below, 
left, Guy T. O. Hollyday, The Title Guar- 
antee Co., Baltimore; Mr. and Mrs. J. W. 
Jones, Jones-West Mortgage Company, 
Dallas; Mrs. L. Douglas Meredith and 
Mr. Meredith, National Life Insurance 
Co., Montpelier; and Mr. and Mrs. Deane 
C. Davis, National Life Insurance Co., 
Montpelier, Vt. 

>> TEXAS HIGH JINX: it’s a tradition 
at Texas MBA annual meetings—the cos- 
tume party where everyone gets dressed 









was: with the fluid state of legisla- 
tive developments, almost anything 
can happen before things become 
settled again. 

And then there was the endless 
round of social affairs which charac- 
terize the Texas Convention. This year 
they had a flavor of Latin America 
and they were just as numerous and, 
agreed those who were there, more 
fun than ever. Glimpses into a few 
of them are on these pages. 
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up. This year it was Fiesta night and 
some of those there, all properly costumed, 
were (below right) Arnold Bergman, New 
York; Robert L. Saville, Dallas; Tom 
Frost, Topeka, Kansas; E. Gordon Smith, 
Dallas, and Billy Walker, New York. 


Next Texas MBA will go back to 
Galveston where many of their previ- 
ous meetings have been held and, true 
to Texas tradition, it will be billed as 
bigger and better than ever with the 
delivery likely to live up to the promise. 
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PEOPLE AND EVENTS 
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Frank A. Weber, president of the 
Garden State National Bank, Tea- 
neck, New Jersey, and former presi- 
dent of the New Jersey MBA, has 
been elected president of the New 
Jersey Bankers Association. 

Norman H. Nelson and Walter J. 
Rupert, vice presidents of The Min- 
nesota Mutual Life Insurance Com- 
pany, St. Paul, have been elected to 
the Company’s Board of Trustees. 
Franklin Briese, treasurer, was elected 
vice president and treasurer. 

B. G. Harrison, vice president and 
treasurer and chairman of the execu- 
tive committee of The Franklin Life 
Insurance Company, Springfield, IIl., 
has announced his retirement as of 
June 15. He will remain a vice presi- 
dent and a director but will relin- 
quish his active duties. 

Aksel Nielsen, vice president, 
United American Life and president, 
Title Guaranty Company, Denver, 
was elected to the board of directors, 
Chamber of Commerce of the United 
States. He will represent the Cham- 
ber’s finance department. 

Monumental Life Insurance Com- 


FARM INTEREST RATES 
(Continued from page 41) 
credit to finance farm purchases and 
for other agricultural purposes. Their 
most immediate effect should be to 
stabilize interest rates at present lev- 
els by making it possible for those 
lenders, such as the Federal Land 
Banks, who did not raise their rates 
during 1952-53, to maintain these 
lower rates. But the increase made 
by other lenders is likely to be re- 

tained, at least for a time. 


The credit situation should be 
eased further by the recent action of 
the Federal Reserve System which 
lowered the rediscount rate. But de- 
spite these prospects, lenders are 
likely to continue a general conserva- 
tive policy in view of the outlook for 
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pany in Baltimore announced the 
appointment of David T. Savage as 
an assistant vice president. Mr. 
Savage, formerly vice president of 
Eastern Mortgage Service Company, 
Philadelphia, will have general su- 
pervision of the mortgage loan de- 
partment of Monumental. 


Joseph N. Gorson, president, Fi- 
delity Bond & Mortgage Company, 
announced the association with his 
company of Charles F. Spiess, for- 
merly chief architect of FHA for the 
Eastern District of Pennsylvania. Mr. 
Spiess was with the FHA for 19 years. 
For a period of 20 years prior to that 
he was associated with the architec- 
tural firm of Philip H. Johnson and 
designed and supervised the construc- 
tion of many public buildings such as 
Philadelphia Convention Hall, By- 
berry Hospital, Philadelphia General 
Hospital, Shriners Hospital, etc. He 
is a member of the American Institute 
of Architects and the Pennsylvania 
Society of Architects. His association 
with the Fidelity Bond & Mortgage 
Company will be in the capacity of 
architectural consultant. 


farm income, and to screen loan ap- 
plications carefully as they have done 
during the last year or two. 








Obituary 





With deep sorrow we record the 
death in Houston of Allyn R. Cline, 
president of the Cline Mortgage & 
Trust Company and long a member 
of the MBA board of governors. In 
addition to his service as a board 
member, Mr. Cline had served on a 
long list of Association committees 
and was one of the organization’s 
most valued members as well as one 
of the outstanding mortgage bankers 
of the country. 





The dollar volume of credit se- 
cured by farm mortgages recorded 
during the fourth quarter of 1953 
was larger than for any comparable 
period, even exceeding 1934, which 
was a year of extensive refinancing. 
Both the number and dollar amount 
of mortgages recorded were 2 per 
cent larger than during the compa- 
rable quarter of 1952. Most of the 
increase in dollar loan volume was 
made by the Federal Land Banks; the 
volume of loans made by individuals 
and commercial banks was slightly 
less. However, insurance companies 
and miscellaneous lenders also ob- 
tained a slightly larger share of the 
total. Reports from selected insur- 
ance companies and the Federal 
Land Banks indicate that a part of 
the increase in new farm mortgage 
recordings during the latest period 
resulted from the refinancing of old 
mortgages and the consolidation or 
conversion of short-term debts into 
mortgages rather than from new 
mortgages to finance the purchase of 
farm land. But commercial banks in 
several Midwestern States reported 
no significant increase in the extent 
of refinancing of short-term debts. 


New Members in MBA 


ARIZONA, Phoenix: First Mortgage & 
Investment Co. of Arizona, C. H. Gut- 
macher, president 

COLORADO, Denver: Moore Mort- 
gage Co., Roger A. Nelson; Englewood: 
Englewood State Bank, Ben E. Waggoner, 
vice president 

DISTRICT OF COLUMBIA, Wash- 
ington: Adelbert W. Lee 

GEORGIA, Atlanta: Pringle-Hurd & 
Co. Inc., W. F. Sey, vice president 

ILLINOIS, Chicago: The Exchange 
National Bank of Chicago, Michael D. 
Marcus, vice president; Rockford: Third 
National Bank of Rockford, Illinois, Harry 
L. Andreen, assistant cashier 

INDIANA, New Albany: Dale W. 
Mitsch 

LOUISIANA, New Orleans: Delta Life 
Insurance Company, G. L. Gaudet, treas- 
urer; Shreveport: Sid H. Hetherwick 


MINNESOTA, Minneapolis: Wells J. 
Wright, Attorney 


NEW YORK, Flushing: Queens County 
Savings Bank, A. Edward MacDougall, 
vice president; New York: Frederick W. 
Berens, Inc., Benjamin N. Knupp; Berke- 
ley-Steiner, Inc., Albert E. Berkeley, vice 
president; New York Life Insurance Com- 
pany, R. Manning Brown, Jr., second vice 
president, real estate and mortgage loan 
department; Valley Stream: Valley Stream 
National Bank and Trust Company, John 
W. Lake, president 

NORTH CAROLINA, Charlotte: Mar- 
ley Realty Co., W. M. Marley, secretary 
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Is the H Bond in your Retirement Picture? 


For the man who is building for his retirement, there 
is no better investment than Series H, U.S. Savings 


Bonds. 


H Bonds offer absolute safety —behind them is the 
strength of the United States Government. They pro- 
vide current income— mailed to you semiannually by 
the U.S. Treasury. The yield is 3% if held to maturity 


(9 years, 8 months). Not subject to fluctuation, they 
are redeemable at par at any time on one month’s writ- 
ten notice. Actually safer than cash—if lost, stolen or 
destroyed, the Treasury Department will replace them. 


Include H Bonds in your retirement plan. Buy them 
through your bank, in denominations of $500, $1,000, 


$5,000 and $10,000. 


S ...safety...liberal yield... 
FRIES SAVINGS BONDS guaranteed current income 


The U. S. Government does not pay for this advertisement. The Treasury Department thanks, for their patriotic donation, the Advertising Council and 
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TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 
transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Missouri 
Arkansas Montana 
Colorado Nebraska 
Delaware North Carolina 
Florida South Carolina 
Georgia Tennessee 
Indiana Texas 
Kansas Utah 
Louisiana Virginia 
Maryland Wisconsin 
Mississippi Wyoming 
and in the 
District of Columbia and 
Territory of Alaska 





BRANCH OFFICES Approved attorneys throughout states 

Baltimore, Maryland—21 South Calvert Street Issuing Agents in most principal cities 
Little Rock, Arkansas—214 Louisiana Street —Escrow Services Furnished by our 
Nashville, Tennessee—S.W. Cor. 3rd & Union Streets Home Office and by all Issuing Agents. 





Financial Statement and Directory of Issuing Agents 
furnished upon request to Home Office or any Branch Office. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves exceed $3,000,000.00 
Title Bidg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 

















